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PROCEEDINGS 
BEFORE  THE  WATER  COMMITTEE 

OF  THE 

BOARD  OF  SUPERVISORS, 

OF  THE 

CITY  AND  COUNTY  OF  SAN  FRANCISCO, 

Concerning  the  fixing  of  rates  of  the  Spring 
Valley  Water  Works. 


To  the  Honorable  the  Board  of  Supervisors  of  the  City  and 
County  of  San  Francisco  :  \ 

Gentlemen: — I  am  glad  to  avail  myself  of  the  opportunity 
which  tout  open  sessions  offer,  not  onlv  to  oive  you  full  in- 
formation  of  the  resources  of  the  Spring  Yalley  Water  Com- 
pany, its  sources  of  supply,  ability  to  meet  the  wants  of  the 
city,  the  value  and  cost  of  its  works,  the  income  which  it  re- 
ceives, and  the  principle  upon  which  its  rates  are  adjusted ; 
but  also  to  correct  many  misapprehensions  which  exist  in  the 
public  mind  with  reference  to  the  above  matters,  and  which 
a  thorough  investigation  of  the  water  question  will,  I  think, 
largely  remove. 
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CHARTER  OF  SPRING   VALLEY   WATER  COMPANY. 


The  Spring  Valley  Water  Company  was  incorporated  under 
the  laws  of  1853  and  ^858  with  reference  to  water  companies, 
and  was  the  assignee  of  the  privileges  enjoyed  by  George  H. 
Ensign  and  his  associates,  under  an  act  passed  April  23, 1858, 
which  authorized  George  H.  Ensign  and  others  (owners  of  the 
Spring  Valley  Water  Works)  to  lay  down  water  pipes  in  the 
City  and  County  of  San  Francisco. 

This  act  provides  that  the  rates  to  be  charged  for  water 
should  be  fixed  by  five  commissioners,  two  of  whom  should  be 
appointed  by  the  Board  of  Supervisors,  two  by  the  water  com- 
pany, and  the  four  to  choose  a  fifth.  The  act  also  provided 
that  the  rates  so  established  should  not  be  so  low  as  to  yield 
less  than  twenty  per  cent,  per  annum  on  the  cost  of  the  works. 
It  is  true  that  this  act  was  afterward  declared  unconstitutional, 
but  I  refer  to  its  provisions  to  show  what  was  then  considered 
a  reasonable  reward  to  owners  of  water  works  for  expendi- 
tures made  and  risks  incurred  in  the  construction  of  such 
works. 

This  act  having  been  adjudged  unconstitutional  in  1874,  the 
Spring  Valley  Company  was  obliged  to  look  to  the  General 
Laws  of  1853  and  1858  as  the  measure  of  its  rights  and  duties. 
The  law  of  1858  also  provided  that  the  rates  to  be  charged 
for  water  should  be  determined  by  a  board  of  commissioners^ 
to  be  selected,  two  by  the  city,  two  by  the  water  company, 
and  in  case  of  disagreement,  the  fifth  commissioner  to  be  se- 
lected by  the  four.  This  provision  was  a  fair  one,  for  it  lef^ 
the  rates  to  be  fixed  by  arbitration  between  the  city  and  the 
company.  No  action  was  taken,  either  by  the  city  or  com_ 
pany,  to  appoint  commissioners  until  1877,  when  a  board  of 
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commissioners  was  appointed,  as  provided  by  law,  which  re- 
duced the  water  rates  ten  per  cent.  Their  action  caused  a  re- 
duction of  the  dividends  of  this  company  on  its  capital  stock 
of  eight  millions,  from  nine  per  cent,  to  eight  per  cent.,  and 
resulted  in  giving  to  the  company  an  income  barely  sufficient 
to  pay  its  running  expenses,  the  interest  on  its  indebtedness, 
and  dividends  to  its  stockholders,  leaving  little' or  nothing  for 
a  surplus  fund  for  future  improvements,  and  nothing  for  a 
sinking  fund  to  meet  its  indebtedness. 

It  was  hoped  that  this  action  would  meet  the  approval  of 
the  community,  quiet  agitation  on  the  water  question,  and 
give  the  company  an  opportunity  to  borrow  money  at  low 
rates  of  interest,  and  thereby  enable  it  to  reduce  its  rates  to 
the  consumer.  But  the  subject  was  too  fruitful  of  agitation, 
and  the  result  is  that  by  the  provisions  of  the  new  constitution 
•the  power  to  fix  the  reward  to  be  given  to  this  company  for 
the  expenditures  made  and  risks  incurred  in  its  enterprise  has 
been  given  absolutely  to  the  very  parties  interested  in  making 
that  reward  as  small  as  possible,  viz:  the  consumers  them- 
selves, through  the  Board  of  Supervisors,  who  are  their  politi 
cal  representatives.  The  extent  of  this  power  is  perhaps  little 
understood.  It  practically  makes  the  will  of  the  buyer  su- 
preme as  to  the  price  to  be  paid.  It  would  be  regarded  as  an 
anomaly  in  business  life  if  the  man  who  buys  should  have  the 
power  to  fix  the  price  which  he  is  to  pay — that  the  purchaser 
of  iron  should  have  the  power  to  fix  arbitrarily  its  price  per 
pound;  that  the  laborer  should  furnish  his  labor  and  receive 
only  that  which  his  employer  is  willing  to  give — in  other 
words,  that  the  price  of  the  commodity,  in  the  one  case,  and 
the  labor,  in  the  other,  should  be  absolutely  in  the  control  of 
but  one  party  to  the  transaction,  and  that  party  not  the  one 
that  furnishes  the  desired  commodity  or  labor,  but  the  one  that 
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requires  it.  Yet  this  is  the  extraordinary  power  vested  in 
your  honorable  body  over  the  compensation  of  this  company — 
a  power  which  involves  the  control  of  all  the  other  powers 
of  this  corporation,  which  has  existed  for  years,  and  which 
has  expended  millions  of  dollars  in  its  enterprise ;  for  as  this 
company  was  formed  for  gain,  the  power  to  limit  its  income 
necessarily  includes  the  control  of  all  its  other  powers,  just  as 
the  greater  includes  the  less. 


REGULATION  UNDER  THE  NEW  CONSTITUTION. 

The  New  Constitution  put  the  rates  entirely  under  the 
control  of  the  consumers,  and  the  effect  of  this  was,  that  at 
the  last  municipal  election  each  of  the  three  political  parties 
then  in  the  field  offered  the  property  of  this  company  to  the 
lowest  bidder.  By  reference  to  the  platforms  of  the  various 
parties,  it  will  be  seen  that  their  representatives  were  directly 
or  inferentially  pledged  to  a  reduction  of  from  twenty-fine  to 
twenty  per  cent,  upon  the  present  rates.  It  would  be  regarded 
as  a  shameful  thing  to  pledge  a  judge  to  render  a  certain 
judgment.  I  refrain  from  comment  upon  the  action  of  these 
political  parties,  which  call  upon  their  representatives,  who 
act  in  this  matter  judicially,  to  render  a  preordained  judg- 
ment in  relation  to  the  value  and  income  of  this  company, 
without  any  knowledge  of  the  facts,  the  amount  of  money  ex- 
pended in  the  enterprise,  or  the  risk  incurred. 

THE   EFFECT  OF  THE  ABUSE  OF  POWER. 

The  Supervisors,  then,  stand  as  the  representatives,  not  only 
of  the  consumers,  but  of  the  city,  and  they  are  to  determine 
the  income  of  the  Spring  Yalley  Water  Works. 
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If  the  pledges  set  out  in  the  political  platforms  of  various 
parties  are  to  be  observed,  the  net  income  of  this  company 
will  be  reduced  nearly  one-half ;  and  the  effect  on  the  stock 
will  be  a  reduction  from  nearly  par  to  forty  or  forty-five  dol- 
lars per  share.  In  a  word,  by  a  stroke  of  the  pen,  between 
three  and  four  million  dollars  of  values,  held  by  citizens  of 
this  community,  will  be  stricken  out. 

But  I  will  do  more  than  make  a  general  assertion.  I  un- 
derstand that  the  Republican  platform  favors  a  reduction  of 
twenty  per  cent,  on  the  existing  rates.  Mr.  Stetson  has  in- 
troduced a  resolution  which  is  in  excess  of  the  demands  of 
either  party,  and  if  it  prevails,  disaster  will  necessarily  fol- 
low. The  income  of  the  company,  for  the  year  ending  June 
1,  1879,  was  $1,258,000.  The  sum  was  almost  entirely  ex- 
pended as  follows : 


Operating  expenses   $300,000 

Interest  on  debt  of  about  $4,000,000   287,000 

Dividend  on  capital  stock,  $8,000,000  at  8  per  cent,  per 

annum   640,000 


Total  $1,227,000 


If  the  income  of  the  company  should  be  reduced  twenty 
per  cent.,  its  total  income  would  be  about  $1,000,000. 

Assuming  that  the  operating  expenses  and  interest  during 
the  coming  year  will  be  the  same  as  during  the  last,  this  sum 
would  be  expended  as  follows  ? 


Operating  expenses   $300,000 

Interest  on  debt  of  about  $4,000,000   287,000 

Dividend  on  capital  stock,  $8,000,000  at  5  per  cent,  per 

annum   400,000 


Total   $987,000 
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In  other  words,  this  would  leave  almost  nothing  for  future 
improvements,  or  for  a  sinking  fund  to  meet  the  indebted- 
ness, and  would  reduce  the  dividends  from  eight  to  five  per 
cent. 

The  value  of  the  stock  would  instantly  fall  from  its  present 
value  to  forty  or  forty-five  dollars  per  share.  Such  a  sweep- 
ing reduction  this  year  would  be  regarded  as  a  prophecy  of  a 
further  reduction  in  the  future,  and  would  produce  a  feeling 
of  great  insecurity  among  stockholders.  I  call  these  facts  to 
your  attention  for  the  reason  that  I  assume  that  they  were  not 
known  when  the  political  platform  in  question  was  adopted. 
I  feel  assured  that  you  will  not  deem  yourselves  bound  to  do 
a  great  and  lasting  injustice  in  order  to  comply  with  the  pro- 
vision of  a  platform  which  was  probably  inserted  as  a  mere 
device  to  catch  votes,  without  any  responsibility  on  the  part 
of  those  who  framed  it,  and  without  knowledge  upon  which 
to  base  it.  Taking  it  for  granted  that  you  intend  to  act 
justly  as  between  this  company  and  the  consumers,  and  that 
you  are  not  disposed  to  take  away  from  the  company  its  just 
dues  in  order  to  be  liberal  to  the  rate-payers,  I  will  not  dwell 
longer  upon  this  matter.  Permit  me  to  add  a  few  words,  how- 
ever, as  to  the  nature  and  extent  of  this  enterprise,  its  cost, 
the  income  that  is  required  to  meet  its  demands  and  contem- 
plated improvements. 


THE  SPRING  VALLEY  WATER  COMPANY. 


The  Spring  Valley  Water  Company  has  been  in  existence 
for  more  than  twenty  years.  The  moneys  expended  in  the 
construction  and  maintenance  of  its  works  are  far  in  excess 
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of  the  sum  upon  which  it  at  present  receives  an  income.  It 
has  not  received  a  dollar  of  subsidy.  No  gift  whatever  has 
been  made  to  it  by  the  public.  It  owns,  by  an  absolute  title, 
18,000  acres  of  land,  in  connection  with  its  works,  and  a  large 
amount  of  real  estate  in  San  Francisco,  used  for  reservoirs 
and  other  purposes.  The  property  which  it  holds  is  vested  in 
it  by  a  fee-simple  title,  with  the  exception  of  a  few  acres  in 
San  Mateo  County,  which  it  obtained  by  judgment  in  con- 
demnation proceedings. 

It  is  true  the  right  has  been  given  it  to  lay  its  pipes  in  the 
streets  of  San  Francisco,  but  this  is  as  much  for  the  benefit  of 
the  consumers  as  the  company.  It  was  no  exclusive  privilege 
for  any  other  water  company  has  had  and  could  have  exer- 
cised the  same  right.  It  involved  the  city  in  no  expense,  for 
wherever  the  water  company  had  laid  down  its  pipes  it  was 
obliged  to  repair  the  streets  at  its  own  cost. 


WHY  THE  PRESENT  RATES  ARE  CHARGED. 

Previous  to  the  adoption  of  the  new  Constitution,  the  sys- 
tem of  collecting  the  income  of  water  companies  was  une- 
qual, under  the  law,  for  whilst  the  larger  portion  of  the 
outlay  was  for  the  purpose  of  supplying  the  city  with  water 
for  protection  against  fires,  cleansing  sewers,  and  watering 
streets,  yet  this  company  was  obliged,  by  its  charter,  to  col- 
lect its  entire  income  from  the  householders  and  rate-payers 
only.  This  has  occasioned  the  controversy  between  the  city 
and  the  company,  and  has  been  the  cause  of  the  excessive 
rates. 

In  other  cities,  the  water  works  are  generally  owned  and 
controlled  by  the  municipalities,  and  the  income  necessary  to 
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pay  tlie  interest  on  the  indebtedness  incurred  in  the  con- 
struction and  the  running  expenses,  and  to  form  a  fund  for 
future  improvements,  is,  in  the  main,  collected  by  taxes  on  the 
general  property,  and  by  licenses  on  general  occupations  and 
business.  Thus  the  burden  falls  very  lightly  on  the  rate- 
payers. Here,  however,  the  whole  income  of  the  company 
has  been  collected  from  rate-payers.  The  fault  of  the  sys- 
tem was  in  the  law  itself,  yet  the  public  has  been  impressed 
with  the  idea  that  the  excessive  rates  arose  from  the  extor- 
tion of  the  company. 

The  Spring  Valley  Water  Company  is  content  with  a  fair 
income  upoi#  its  investment.  It  has  never  sought  more.  It 
seeks  no  more  now.  So  long  as  that  income  was  secure,  and 
the  public  were  contented  with  the  system  of  distribution  of 
•  rates,  the  company  had  no  reason  to  complain,  but  when  the 
cry  is  raised  that  the  rates  are  excessive,  that  the  Spring  Val- 
ley Company  discriminates  as  between  rate-payers,  then  it  be- 
comes the  privilege  of  the  company  to  call  the  attention  of 
the  public  to  the  real  cause  of  the  excessive  rates,  and  to  the 
greatest  discrimination  and  inequality  of  all,  namely:  that 
between  the  great  consumer,  the  city,  on  the  one  side,  and  the 
18,000  rate-payers  on  the  other. 


VALUE  OF  SPRING   VALLEY  PROPERTY. 

The  value  of  the  Spring  Valley  Water  Works  can  only  be 
ascertained  by  comparison  with  the  cost  of  other  schemes. 
As  there  are  no  other  water  works  in  existence  capable  of 
supplying  San  Francisco,  the  only  mode  of  determining  the 
value  of  the  Spring  Valley  Water  Works  is  by  ascertaining 


9 

for  what  sum  an  equal  supply  can  be  obtained  from  some 
other  source.  This  whole  matter  has  been  thoroughly  inves- 
tigated by  the  Water  Commissioners,  and  by  the  able  en- 
gineers  appointed  by  them  during  the  last  few  years ;  and  it 
is  safe  to  say  that  no  water  works  can  be  obtained,  or  con- 
structed, of  a  capacity  equal  to  that  of  the  Spring  Valley 
scheme,  for  a  less  expenditure  than  twice  its  cost.  But  the 
objection  is  made  to  this  mode  of  computation,  that  Spring 
Yalley  has  prevented  all  competition,  by  obtaining  all  the 
available  sources  of  supply  within  a  reasonable  distance  of 
San  Francisco.  In  reply,  I  would  say  that  the  company 
would  have  met  with  deserved  criticism  had  it  failed,  in  the 
exercise  of  an  intelligent  foresight  as  to  the  future  wants  of 
this  city,  to  have  purchased  property  necessary  to  its  scheme. 

It  is  a  singular  proposition  that  all  other  property  in  San  • 
Francisco  should  increase  in  value  with  the  growth  of  the 
population,  whilst  the  Spring  Yalley  property  is  denied  any 
increase  whatever.  The  promoters  of  this  scheme  invested 
then-  money  just  as  other  people  in  San  Francisco  did  in 
real  estate,  upon  the  faith  of  a  large  city  being  built  up  on 
this  peri  insula.  They  risked  their  money  upon  the  enter- 
prise, and  had  the  city  failed  to  develop,  as  it  was  once  feared 
it  would  (during  the  Fraser  River  excitement),  the  property 
of  the  company  would  have  been  almost  valueless.  All 
property  is  valuable  only  in  connection  with  the  uses  to  which 
it  is  put.  A  lot  may  be  valueless  as  a  residence  and  yet  val- 
uable for  business  purposes.  A  lot  which  affords  accommo- 
dations for  a  wharf  may  be  more  valuable  than  one  which  im- 
mediately adjoins  it  without  anv  water  facilities.  So  the 
property  of  the  Spring  Yalley  Company  has  an  increased 
value  in  connection  with  the  uses  to  which  it  is  put.  It  con- 
sists of  immense  tracts  of  real  estate  upon  which  artificial 


10 

lakes  have  been  constructed,  in  which  are  stored  waters  col- 
lected upon  the  lands  of  the  company.  To  say  that  these 
lands  and  artificial  lakes  have  not  a  value  commensurate  with 
the  enterprise  displayed  in  their  purchase  and  construction,, 
their  adaptability  to  the  end  desired,  the  growth  of  the  city 
and  the  future  wants  of  the  community,  is  to  strike  out  all  the 
elements  which  constitute  value  in  any  business  community,, 
and  to  do  away  with  all  business-like  modes  of  computing 
values. 

As  to  the  cost  of  the  Spring  Yalley  Water  Works,  I  have 
to  say  that  it  has  been  estimated  by  experts  and  competent 
book-keepers,  and  has  been  fixed  at  a  sum  far  in  excess  of 
the  amount  upon  which  the  company  at  present  realizes  an 
income. 


ME.   SCHOTTLER'S  RESOLUTIONS. 

Permit  me  to  say  a  few  words  with  reference  to  the  resolu- 
tions recently  introduced  by  Mr.  Schottler.  They  contain  a 
recital  to  the  effect  that  the  Spring  Yalley  Water  Works  were 
offered  to  the  Water  Commissioners  for  $11,800,000,  and 
conclude  with  a  resolution  to  the  effect  that  the  income  of 
the  company  should  be  limited  to  seven  per  cent,  upon  this 
valuation. 

As  to  the  assertion  that  "  Spring  Yalley  Water  Works 
were  offered  to  the  Water  Commissioners  for  $11,800,000," 
I  have  to  say  that  the  lowest  offer  ever  made  or  authorized 
by  this  company  was  $13,500,000,  and  no  lower  valuation 
has  ever  been  placed  by  the  company  on  its  works. 

As  to  the  income,  Mr.  Schottler  doubtless  lost  view  entirely 
of  the  operating  expenses  of  the  company,  for  an  ordinance 
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passed  in  accordance  with  his  resolutions  would  give  the 
company  only  seven  per  cent,  on  $11,800,000,  or  an  income 
of  $826,000  a  year.  This  would  not  much  more  than  suffice 
to  pay  the  running  expenses  of  the  company  and  the  interest 
on  its  indebtedness.  But  even  were  operating  expenses  to 
the  extent  of  $300,000  a  year  provided  for  in  the  ordinance 
that  income  would  not  be  sufficient. 

If  the  principle  is  to  be  adopted  that  this  company  is  to  be 
limited  to  an  income  on  the  cost  of  its  works  plus  the  run- 
ning expenses,  then  I  have  to  say  that  a  fair  rate  of  interest 
upon  the  cost  of  tho  works  should  not  be  less  than  nine  per 
cent.  Money  is  worth  what  it  will  bring  in  the  market. 
The  Spring  Valley  Company  is  at  present  paying  upon'  a 
portion  of  its  indebtedness  nine  per  cent.,  upon  another  por- 
tion seven  per  cent.,  and  upon  another  portion  six  per  cent. 
The  bonds  which  have  been  sold  bearing  six  per  cent,  in- 
terest run  for  a  period  of  twenty-five  years  from  then  sale, 
and  were  sold  at  a  discount  of  twelve  and  one-half  per  cent. 
Scattering  this  over  a  period  of  twenty-five  years,  and  bear- 
ing in  mind  the  fact  that  it  is  paid  in  advance,  makes  the 
real  interest  on  this  portion  of  the  indebtedness  over  seven 
per  cent,  per  annum.  The  bondholders  have  the  first  mort- 
gage upon  the  property.  Their  claims  to  the  extent  of 
$4,000,000  are  to  be  satisfied  before  the  stockholders  receive 
anything.  They  take,  therefore,  much  less  risk,  and  can  af- 
ford to  let  their  money  at  a  less  rate  of  interest  than  the 
stockholder.  It  would  be  the  height  of  injustice  to  allow  the 
stockholder,  who  stands  all  the  risk  of  the  enterprise,  to  re- 
ceive only  a  rate  of  interest  equal  to  that  of  the  bondholder, 
and  I  claim  that  two  per  cent,  advance  is  only  a  fair  and  rea- 
sonable allowance. 
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THE  INJURIOUS  RESULT  OF  THe  WATER  AGITATION. 

Let  me  add  here  that  the  agitation  of  this  water  question 
during  the  past  four  or  five  years  is  producing  an  injury  to 
the  community  as  well  as  to  the  company.  The  city  is  in- 
terested in  the  extension  of  the  Spring  Yalley  Water  Works 
to  meet  its  growing  wants.  In  order  to  make  the  improve- 
ments that  have  been  required,  the  company  has  been  obliged 
to  borrow  money.  It  recently,  with  the  view  of  taking  up 
indebtedness  about  to  become  due,  negotiated  its  bonds  to  the 
extent  of  $4,000,000,  upon  which  it  was  obliged  to  submit  to 
a  discount  of  twelve  and  one-half  per  cent.  This  was  due 
entirely  to  the  feeling  of  insecurity  occasioned  by  the  agita- 
tion of  the  water  question.  Capitalists  were  unwilling  to 
loan  their  money  to  a  corporation  whose  rates  were  at  any 
time  likely  to  be  regulated  to  the  point  of  confiscation.  The 
bonds  could  not  be  negotiated  in  San  Francisco  at  all,  and 
were  finally  put  upon  the  market  in  New  York  with  the  above 
result. 

Agitation  makes  it  difficult  for  the  company  to  obtain 
money  with  which  to  meet  the  needed  improvements.  It  in- 
creases rates  of  interest  and  subjects  the  company  to  loss  in 
many  ways.  Such  loss  must  eventually  fall  upon  the  con- 
sumer, for  the  cost  of  water  to  the  consumer  must  increase 
just  in  proportion  as  the  extension,  improvement,  and  opera- 
tion of  the  water  works  are  made  more  expensive  to  the  com- 
pany. If  matters  were  entirely  settled  between  the  com- 
munity and  this  company,  money  could  be  procured  for  a 
much  less  rate  of  interest,  and  thus  the  rates  to  consumers  be 
gradually  diminished. 
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This  agitation  produces  another  injury  to  the  company 
and  to  the  community,  and  that  is,  that  it  forces  the  com- 
pany into  comparative  inactivity  with  reference  to  needed 
improvements.  For  instance,  the  company  has  gone  to  great 
expense  in  constructing  an  immense  artificial  lake,  called 
the  "  Crystal  Springs  Reservoir."  It  is  now  full,  and  con- 
tains 4,000,000,000  gallons  of  water.  None  of  the  water 
from  this  lake  is  at  present  used,  for  the  reason  that  it  is  not 
connected  with  the  city  by  a  pipe-line.  An  expenditure  of 
seven  or  eight  hundred  thousand  dollars  would  conduct  the 
water  into  this  city,  it  would  bring  into  employment  a  large 
number  of  men,  and  thus,  for  a  comparatively  trifling  cost, 
amounting  annually  to  between  sixty  and  seventy  thousand 
dollars,  in  the  way  of  interest,  the  supply  of  the  city  would 
be  almost  doubled. 

How  can  this  company  be  expected  to  mortgage  its  prop- 
erty for  an  additional  sum  of  seven  or  eight  hundred  thou- 
sand dollars,  paying  an  interest  thereon  of  six  per  cent,  per 
annum,  and  submit  even  then  to  a  discount  in  advance, 
which  really  raises  the  rate  of  interest  to  over  seven  per 
cent.,  when  the  interest  on  its  investment  is  in  danger  of  be- 
ing so  regulated  that  the  company  will  receive  less  than  it 
pays  ?  What  stimulus  is  there  for  enterprise,  if  the  company 
is  to  receive  only  that  rate  of  interest  which  it  pays  ?  The 
stockholders  of  private  corporations  do  not  conduct  public 
works  as  public  benefactors.  Their  object  is  to  make  money  ; 
and  if  they  are  deprived  of  profit,  all  stimulus  to  exertion  falls 
to  the  ground. 

In  conclusion,  permit  me  to  say,  that  it  is  time  that  this 
agitation  was  ended.  It  is  for  the  interest  o'f  both  the  com- 
pany and  the  community  that  there  should  be  peace.  The 
company  has  been  obliged,  in  years  past,  to  oppose  many  op- 
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pressive  bills  in  the  Legislature,  which  looked  to  an  undue 
regulation  and  the  confiscation  of  its  property.  The  com- 
pany owns  its  lands  and  property  by  as  absolute  a  title  as  can 
be  held,  and  has  been,  and  is  determined  to  maintain  and  pro- 
tect its  rights  of  property  as  fully  as  any  individual  might 
do  under  similar  circumstances.  It  is  desirous,  however,  of 
meeting  the  community  upon  some  just  basis,  and  is  glad  of 
the  opportunity  now  offered  to  correct,  by  a  public  investi 
gation,  many  misapprehensions  which  exist  in  the  public 
mind.  All  the  company  asks  is  a  just  valuation  of  its  works, 
the  allowance  of  a  fair  and  reasonable  rate  of  interest  there- 
on— not  less  than  eight  or  nine  per  cent. — its  operating  ex- 
penses, and  a  reasonable  rate  of  interest  on  moneys  expended 
in  the  future  for  construction.  If  the  company  is  guaran- 
teed just  treatment  it  will  go  on  Miih  improvements,  which 
are  necessary  to  the  future  growth  of  the  city ;  and,  as  the 
company  will  be  compelled  to  expend  but  a  comparatively 
small  sum  of  money  within  the  next  ten  years  for  con- 
struction, the  increase  in  the  number  of  consumers,  and  a 
more  equal  apportionment  of  rates,  as  between  the  city  and 
the  consumers,  will  gradually  bring  about  diminished  rates  to 
the  rate-payer. 

Yours,  very  respectfully, 

CHAELES  WEBB  HOWARD, 

Preset  S.  Y.  W.  W. 

San  Francisco,  Feb.  25,  1880. 


To  His  Honor  the  Mayor  and  the  Honorable  Board  of 
Supervisors  of  San  Francisco  : 

Gentlemen: — I  take  the  liberty  of  calling  the  attention 
of  jour  honorable  body  to  the  propriety  and  necessity  of  the 
Spring  Yalley  Water  Works  taking  steps,  in  the  near  future, 
to  complete  the  Crystal  Springs  scheme  in  the  manner  con- 
templated.   The  work  proposed  is  as  follows : 

1.  To  finish  the  Crystal  Springs  dam  to  its  contemplated 
height. 

2.  To  construct  a  substantial  waste  weir. 

3.  To  construct  a  conduit  from  this  reservoir  to  San  Fran- 
cisco. 

4.  To  construct  a  distributing  reservoir  at  the  end  or  outlet 
•of  this  conduit  in  San  Francisco. 

5.  To  connect  this  reservoir  by  a  large  iron  main  pipe  with 
the  pipe-system  of  San  Francisco. 

Heretofore  the  policy  of  the  Spring  Yalley  Water  Works 
has  always  been  not  only  to  try  and  have  an  abundant  sup- 
ply of  water  on  hand  in  the  peninsular  and  city  reservoirs, 
but  also  to  have  the  pipe-lines  leading  the  water  from  each 
respective  reservoir  into  San  Francisco  of  a  capacity  larger 
than  the  largest  daily  demand. 

In  spite  of  our  efforts  to  decrease  the  waste  of  water  in 
San  Francisco,  yet  the  demand  for  water  had  again  so  in- 
creased in  the  Summer  and  Fall  of  1879,  that  on  many  oc- 
casions the  pipe  leading  from  San  Andreas  Reservoir,  which 
supplies  about  two-thirds  of  the  city,  was  taxed  to  its  utmost 
capacity,  sometimes  for  over  two  weeks  successively,  espec- 
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ially  as  we  endeavored  always  to  keep  a  good  supply  of  water 
on  hand  in  the  respective  city  distributing  reservoirs,  for  tire 
and  supply  purposes.  Yet  this  excessive  demand  for  water 
caused  a  general  lack  of  pressure  through  the  entire  lower  and 
business  portion  of  the  city. 

The  large  main  along  Valencia  and  Market  streets,  being 
the  main  artery  of  the  distributing  system  of  the  San  An- 
dreas water,  is,  during  such  times  of  extraordinary  demand, 
taxed  to  such  an  extent,  that,  although  if  even  the  College 
Hill  Reservoir,  from  which  it  issues,  were  full,  yet  the  pres- 
sure in  the  business  portion  of  the  city  is  materially  reduced 
in  the  daytime.  This  excessive  demand,  occurring  always  in 
the  dry  season,  and  often  during  the  period  when  high  winds 
prevail,  a  conflagration  occuring  at  such  a  time,  and  when 
the  water  pressure  is  materially  reduced,  might  soon  assume 
dimensions  beyond  the  control  of  our  Fire  Department. 

If  it  was  simply  a  question  of  supplying  water  for  domestic 
purposes  only,  and  for  fire  and  municipal  purposes  to  the 
extent  of  our  means,  there  would  be  no  necessity  for  me  to 
urge,  nor  for  the  Spring  Yalley  Water  Works  to  contemplate, 
the  extension  of  our  works  for  many  years  to  come ;  should, 
therefore,  during  such  a  period  of  great  demand,  the  pres- 
sure be  so  reduced  that  the  water  would  not  flow  into  the 
tanks  on  the  tops  of  the  houses,  the  consumers  would  have 
to  be  content  to  draw  it  at  a  lower  story ;  while  the  Fire  De- 
partment would  have  to  take  it  under  such  a  pressure  as  that 
to  which  the  excessive  draft  of  the  consumers  had  reduced  it. 

Although  this  company  has  not  received  a  dollar  for  water 
furnished  for  fire  purposes,  yet  a  large  portion  of  its  expen- 
ditures has  been  incurred  in  order  to  secure  this  city  from  any 
serious  conflagration.  I  defy  anybody  to  point  out  a  water 
works  in  the  United  States  that  has  better,  more  central,  or 
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higher  reservoir  locations,  and  that  has  more  effectually  and 
promptly  extinguished  fires  and  pre  rented  their  spreading  dnr 
ing  the  past  fifteen  years. 

At  the  same  time,  you  are  aware  that  in  some  parts  of  our 
city,  and  especially  in  portions  of  the  district  south  of  Mar- 
ket street,  parts  of  the  pipe-system,  although  sufficient  for  do 
mestic  purposes,  should  be  improved  for  fire  purposes.  This 
improvement  is  contemplated  in  the  completion  of  the  Crys- 
tal Springs  scheme,  as  herein  recommended. 

Up  to  date  we  have  already  expended  at  Crystal  Springs 
a  large  sum  of  money  for  lands,  rights,  and  works.  The 
dam  is  built  to  a  height  of  about  fifty  feet,  forming  a  reser- 
voir of  a  capacity  of  3,830,000,000  gallons.  The  lake  being 
full,  it  overflows  through  the  waste  weir  during  the  rainy 
season,  the  water  running  to  waste  into  the  bay.  The  pump- 
ing works  erected  at  Crystal  Springs  during  the  drought  of 
1877  can  pump  3,000,000  gallons  daily,  but  at  great  expense, 
as  fire-wood  is  getting  scarcer  and  dearer  in  the  neighborhood, 
and  coal  requires  transportation  by  rail  or  team  via  San 
Mateo  and  over  a  toll-road.  At  the  same  time,  in  order  to 
utilize  these  pumping  works  during  such  period  of  excessive 
demand,  we  are  compelled  to  pump  the  water  from  the  level 
of  the  pumps  to  an  elevation  of  635  feet  above  tide,  run  it 
into  San  Francisco  through  the  Upper  or  Pilarcitos  pipe-line, 
and,  after  arriving  in  San  Francisco,  drop  it  down  into  the  San 
Andreas  supply  district,  which  lies  at  and  covers  the  lowest 
but  most  valuable  portion  of  San  Francisco.  In  order,  there- 
fore, to  stop  this  costly  up-hill  work,  and  to  properly  utilize 
the  water  annually  collected  and  stored  in  the  Cyrstal  Springs 
Reservoir,  and  particularly  to  secure  a  more  abimdant  supply 
for  fire  purposes,  as  detailed  above,  I  have  strongly  recom- 
mended to  the  Spring  Yalley  TTater  TTorks  to  complete 
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tlie  Crystal  Springs  dam  to  its  contemplated  height  of  seven- 
ty-five feet ;  build  a  substantial  waste  weir  to  carry  off  the 
freshet  waters  when  the  lake  is  full;  construct  a  substan- 
tial wrought-iron  pipe,  forty  inches  in  diameter  and  about 
twenty-one  miles  in  length,  from  Crystal  Springs  into  San 
Francisco,  having  a  daily  delivering  capacity  of  nearly  12,- 
000,000  gallons;  construct  a  large  distributing  reservoir  in 
the  southern  part  of  San  Francisco,  and  at  the  end  of  this 
forty-inch  pipe ;  lay  from  this  reservoir  and  along  Folsom 
street,  to  or  toward  the  city  front,  a  twenty-four-inch  iron 
main  pipe,  to  which  all  pipes  running  across  the  entire  length 
of  FolsOm  street  would  be  connected,  as  well  as  the  parallel 
pipes,  thereby  securing  the  district  east  of  Valencia  and  south 
of  Market  street  a  complete  supply,  and  good  pressure,  and 
thorough  circulation;  the  proposed  twenty-four-inch  Folsom 
Street  main  forming  the  main  artery  of  this  entire  district. 

The  duty  of  the  San  Andreas  water  would  thereby  be  re" 
duced  from  its  present  excessive  area  to  a  comparatively 
narrow  strip,  including  Market  street  and  the  lower  or  flat 
area  west  of  Valencia  and  north  of  Market  street ;  while 
Pilarcitos  water  and  that  from  Lobos  Creek  would  take  care 
of  the  hills  and  higher  parts  of  the  city. 

The  cost  of  the  works  herein  proposed  I  estimate  as  fol- 
lows: 

Completing  Crystal  Springs  dam,  inclusive  of  waste 

weir   $70,000 

Twenty-one  miles  of  40-inch   pipe,  complete  in  the 

ground   600,000 

Reservoir  in  San  Francisco,  of  a  capacity  of  fifty  mill- 
ion gallons,  inclusive  of  land   110,000 

Four  miles  of  24-inch  pipe  main  on  Folsom  street, 

complete  in  the  ground  and  connected   170,000 

Replacing  small  mains  by  larger  ones  in  this  district,  to 

improve  pressure  and  circulation   50,000 

Total  cost  $1,000,000 
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I  also  propose  to  connect  the  large  twenty-two-inch  main  pipe 
on  Valencia  and  Market  streets,  which  will  be  the  main  artery 
of  the  middle  city  supply,  with  this  lower  or  Crystal  Springs 
system,  and  also  the  twenty-two-inch  main  pipe  from  Lake 
Honda,  forming  the  main  artery  of  the  upper  city  supply, 
with  the  twenty-two-inch  main  on  Valencia  and  Market  streets. 
These  respective  connection  gates  between  the  upper  and  mid- 
dle city  supplies,  and  between  the  middle  and  lower  city  sup- 
plies, being  kept  shut  ordinarily,  could  be  instantly  opened  in 
case  the  supply  in  any  one  of  the  other  districts  should  be- 
come weak  and  the  pressure  low  during  an  extensive  con- 
flagration, which  would  bring  the  entire  supply  stored  in  the 
next  higher  district  to  the  assistance  of  the  one  requiring  it. 

The  following  table  shows  our  reservoirs  in  San  Francisco, 
their  elevation  above  city  base,  and  their  contents,  Eos.  1,  2, 
3,  4,  5,  and  7  being  the  reservoirs  completed  and  in  opera- 
tion, while  No.  6  represents  the  one  herein  proposed,  to  com- 
plete the  entire  scheme : 

(a)  upper  city  supply. 

Name.  Elevation.  Capacity. 

1.  Lake  Honda  337  feet   32,918,000  gallons. 

2.  Upper  Russian  Hill  306  "   3,724,000 

3.  Clay  Street  Hill  375   "    141,000 

Upper  City  Supply  Storage   36,783,000  gallons. 

(b)  middle  city  supply. 

4.  College  Hill  252 feet   15,006,000  gallons. 

5  Market  St.  Reservoir. .  .196  "    2,250,000 

Middle  City  Supply  Storage   17,256,000  gallons. 

(C)  LOWER  CITY  SUPPLY. 

6.  Petrero  Reservoir.  170  feet   50,000,000  gaKons. 

7.  Lower  Russian  Hill  139  "    6,712,000 

Lower  City  Supply  Storage   56,712,000  gallons. 

Total   Capacity  of  all  seven  reservoirs  in 

San  Francisco  110,751,000  gallons. 
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By  thus  dividing  the  city  into  three  districts,  viz.,  the  up- 
per, middle  and  lower  districts,  we  apportion  the  city  more 
appropriately  than  we  have  been  able  to  do  heretofore,  with- 
out the  introduction  of  the  Crystal  Springs  water. 

The  upper  district  uses  about  one-third,  the  new  middle 
district  would  use  about  one-sixth,  and  the  new  lower  dis- 
trict about  one-half  of  all  the  water  consumed  in  the  city. 
As,  with  the  above  disposition  of  the  city  reservoirs,  the  up- 
per district  would  have  about  36,500,000  gallons  storage,  the 
middle  district  about  17,000,000,  and  the  lower  district  about 
56,500,000  gallons  in  their  respective  city  reservoirs,  these 
storage  capacities  are  very  nearly  in  proportion  to  the  water 
used  in  the  respective  districts. 

In  addition  to  these  extraordinary  facilities  for  extinguish- 
ing fires,  I  wish  to  call  the  attention  of  your  honorable  body 
to  the  facilities  which  we  would  have  for  sending  an  addi- 
tional supply  into  this  city  in  case  of  or  during  any  extensive 
conflagration. 

All  our  works  being  connected  by  telegraph  with  each 
other  and  with  the  city,  we  could  constantly  order  the  follow- 
ing heads  of  water  turned  on: 

Gallons  Daily. 


From  Pilarcitos   11,000,000 

From  San  Andreas   9,500,000 

From  Crystal  Springs   12,000,000 

From  Lake  Merced .... .    7,000,000 

From  Lobos  Creek   2,000,000 


Making  a  daily  total  of   41,500,000 


Which  could  be  turned  into  the  city  reservoirs  during  such  a 
calamity  to  assist  the  amount  of  110,000,000  gallons  kept  on 
hand  in  the  city  reservoirs. 

Upon  this  showing  I  venture  to  say,  and  I  have  no  doubt 
that  your  honorable  body,  as  well  as  the  Fire  Department 
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and  the  Board  of  Underwriters,  will  agree  with  me,  that  our 
city  will  have  the  best  system  of  fire  protection  in  the  world, 
as  it  has  now  one  of  the  best  in  the  United  States. 

The  question  now  is  :  Who  is  to  pay  for  all  this  ?  Shall 
the  Spring  Yalley  Water  Works  incur  an  additional  indebt- 
edness of  another  million  dollars,  which  would  swell  their 
debt  to  five  million  dollars,  where  I  maintain,  and  am  ready 
to  prove,  that  two  of  these  five  millions  are  and  will  be  owing 
to  the  endeavor  of  the  company  to  give  the  city  an  almost 
absolute  protection  against  fires  %  And  yet  they  not  only  re- 
ceive no  compensation  for  all  this  extra  work  and  outlay,  but 
they  are  threatened,  in  the  bargain,  to  have  their  income  so 
cut  down  that  not  only  the  many  stockholders,  who  have  in_ 
vested  their  money  in  good  faith  in  the  stock,  will  meet  with 
a  heavy  and  entirely  unwarranted  loss,  but  also  will  all  future 
work  have  to  stop  short;  and  although  our  city  will  keep 
on  growing,  the  water  supply  will  have  to  remain  at  a  stand- 
still. 

The  question,  whether  the  consumer  shall  bear  the  burden 
of  this  tax,  is  very  easily  answered  by  saying  that  he  is 
already  over-burdened,  and  instead  of  being  taxed  with  the 
entire  expenditure  necessary  for  watering  parks,  streets, 
public  buildings,  and  above  all,  protecting  $100,000,000 
worth  of  insurable  property  against  fire,  as  he  has  had  to  do 
heretofore,  and  is  doing  to-day,  the  consumer  should  be  re- 
lieved by  reducing  his  rate ;  while  the  owners  of  the  $100,- 
000,000  worth  of  insurable  property,  whose  rates  are  reduced  • 
at  least  one  per  cent,  annually  on  account  of  our  effective  fire 
protection,  or  in  an  aggregate  at  least  $1,000,000  per  annum, 
can  well  afford  to  contribute,  say,  one-quarter  of  this  reduc- 
tion, or  say  $250,000,  annually  toward  the  relief  of  the  rate- 
payer. 
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Should  this  amount  of  $250,000  annually  be  taken  out  of 
the  general  fund,  it  would  only  amount  to  ten  cents  on  every 
$100  of  the  total  tax  value  of  San  Francisco  of  $250,000,000, 
and  would  therefore  fall  very  lightly  on  the  parties  most  ben- 
efited. The  most  suitable  way  of  assessing  this  annual 
amount  would  be  by  charging  a  certain  rate  for  each  hydrant, 
not  only  for  the  water  used  out  of  the  same,  but  also  for  the 
general  protection  an  effective  water  supply  gives  to  the  prop- 
erty in  the  city.  This  same  course  is  adopted  in  many  of  the 
Eastern  cities,  and  has  been  settled  upon  as  the  most  satisfac- 
tory plan  for  adjusting  the  price  paid  by  the  community  for 
the  protection  against  fires. 

Of  the  above  estimate  of  the  cost  of  the  proposed  Crystal 
Springs  works,  or  the  lower  city  supply,  of  $1,000,000,  about 
$425,000  would  go  East  for  iron  and  rivets,  while  the  balance 
of  $575,000  would  be  expended  here,  mostly  for  labor.  This 
sum  expended  among  our  deserving  white  laboring  men  and 
mechanics,  at  a  time  when  labor  is  so  scarce  and  yet  so  many 
willing  hauds  are  idle,  would  largely  relieve  the  present  dis- 
tress. 

In  the  above  I  have  tried  to  explain  the  intimate  connec- 
tion existing  between  the  welfare  of  the  city  and  that  of  the 
water  company.  In  my  opinion  your  honorable  body  should 
treat  the  Spring  Yalley  Water  Works,  watch  over  its  welfare, 
aud  foster  its  prosperity  and  development,  just  in  the  same 
manner  as  if  the  works  actually  belonged  to  the  city,  as  the 
,  proposed  destruction  of  the  company's  credit,  home  and 
abroad,  will  naturally  be  followed  by  the  immediate  abandon- 
ment of  any  and  all  future  improvements.  Any  unequitable 
and  unjust  action  on  the  part  of  your  honorable  body  in  this 
matter  would  naturally  be  first  felt  by  the  stockholders  of  the 
company,  a  large  majority  of  whom  are  comparatively  poor 
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citizens  of  this  community;  but  the  effect  of  such  action 
would  in  due  time  rebound  with  severity  against  the  citizens 
at  large,  when  they  see  this  fair  city  in  ashes. 

Most  respectfully, 

H.  SHUSSLEK, 
Chief  Engineer  Spring  Yalley  Water  Works. 

San  Fkancisco,  February  25,  1880. 

 o  


Charles  A.  Bayley,  Esq.,  Chairman  Committee  on  Water  and 
Water  Supplies; 

Sir:  —  In  reply  to  your  remarks  made  at  the  last  commit- 
tee meeting  that  no  definite  statement  had  yet  been  made 
by  the  Spring  Yalley  Water  Works  as  to  the  value  of  its 
works  and  the  interest  which  it  expected  to  receive  upon  such 
value,  I  have  to  say  that  the  Company,  though  legally  and 
equitably  entitled  to  a  fair  income  upon  a  just  valuation  of 
its  property  does  not  expect  it  at  present.  It  does  not  receive 
such  an  income  now,  and  the  existing  rates  will  not  secure 
such  an  income  until  the  number  of  consumers  shall  have 
been  largely  increased  by  the  growth  of  the  city. 

If  the  rule  which  is  applied  by  every  business  man  to  the 
valuation  of  his  own  property  is  to  be  applied  to  the  prop- 
erty of  this  Company — namely :  what  it  would  cost  to  obtain 
an  equal  supply  of  water  from  some  other  source — the  value 
of  the  Spring  Yalley  Water  Works  is  not  less  than  thirty 
million  dollars. 
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If  the  value  of  the  works  is  to  be  determined  by  their 
cost,  I  have  to  say  that  the  cost  is  $17,626,000,  as  is 
clearly  shown  by  an  investigation  made  by  John  F.  Pope, 
Esq.,  a  professional  expert,  who  has  been  engaged  upon  the 
Company's  books  for  the  past  two  months.  At  this  cost  the 
Company  has  acquired  resources  which  by  an  additional  ex- 
penditure of  $13,500,000  can  be  developed  so  as  to  amply, 
supply  three  million  inhabitants.  To  obtain  a  like  supply 
New  York  City,  having  expended  already  $40,000,000,  will 
be  obliged  to  make  a  further  outlay  of  at  least  $14,000,000, 
or  a  total  of  $54,000,000,  to  obtain  thai  which  we  can  acquire 
for  $30,000,000. 

It  is  true  that  in  1877  the  Company  proposed  to  accept 
from  the  city  for  its  property  and  works  the  sum  of  $13,- 
250,000.  That  proposition  was  not  based  on  the  Company's 
estimate  of  their  value,  nor  was  the  sum  named  at  all  com- 
mensurate with  the  real  value,  bnt  it  was  founded  upon 
the  Company's  preferring  to  consent  to  sell  on  terms  invol- 
ving a  loss  rather  than  risk  the  result  of  hostility  or  com- 
petition by  the  city,  which  might  seriously  cripple  it.  It  may 
be  as  well  to  remind  the  committee  that  a  price  set  upon 
property  when  its  future  was  imperilled,  by  circumstances  not 
necessary  to  be  reviewed  here,  is  something  very  different 
from  a  fair  and  just  valuation  of  the  same  property  sought  to 
be  arrived  at  for  the  purpose  of  establishing  by  law  the  rev- 
enue of  the  company. 

Since  that  time  the  Company  has  expended  in  improve- 
ments $500,000- 

We  have,  then,  three  measures  by  which  to  make  a  valua- 
tion of  the  Spring  Valley  Water  Works.  First, .  what  it 
would  cost  to  furnish  San  Francisco  with  an  equal  supply  of 
water  from  some  other  source,  namely,  $30,000,000 ;  second, 
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the  cost  of  the  Spring  Yalley  Water  Works,  §17,626,000 ; 
third,  the  amount  for  which  the  works  were  offered  to  the 
city  in  1877,  813,250,000,  plus  expenditures  made  since, 
$500,000,  total  $13,750,000.  The  last,  as  I  have  already 
stated,  is  not  a  fair  basis  for  a  valuation. 

The  income  of  this  Company  is  at  present  $1,258,000.  Of 
this  income  8300,000  has  been  expended  in  operating  expenses, 
leaving  8958,000  as  the  net  income  of  the  Company,  with  which 
it  pays  the  interest  on  its  indebtedness  of  four  millions,  and  a 
dividend  of  eight  per  cent  to  its  stockholders.  This  net  income 
is  not  a  fan  one  upon  a  just  valuation  of  the  works.  The  public 
can  not  stand  an  increase  of  rates;  the  Company  can  not  stand 
a  diminution  of  income ;  the  Company  looks  to  an  increase  in 
the  number  of  its  consumers  under  existing  rates  for  a  fair  in- 
come in  the  future.    The  onlv  wav  the  consumers  rate  can 

«/  ml 

be  diminished  for  the  present  is  by  having  the  city  pay  a  just 
allowance  to  the  Company  for  protection  against  fires  and  for 
water  used  for  municipal  purposes ;  that  allowance  to  be 
credited  upon  existing  rates  to  consumers.  It  is  impossible  to 
fix  any  valuation  which  will  be  serviceable  at  present  in  regu- 
lating the  income  of  the  Company,  for  the  present  rates  do 
not  give  a  fair  rate  of  interest  on  a  just  valuation,  and  it  is 
impossible  to  increase  the  income  as  I  have  ah*eady  shown, 
except  by  providing  that  the  city  shall  pay  something  in  ad- 
dition to  the  present  rates.  This  the  Company  does  not  ex- 
pect, for  it  proposes  to  stand  by  its  assurance  that  the  sums 
paid  by  the  city  shall  be  allowed  pro  rata  to  consumers  upon 
existing  rates.  If,  however,  the  city  wishes  now  to  determine 
for  all  time  the  principles  by  which  the  rates  shall  be  regu 
lated,  viz :  Bv  fixing  a  valuation  and  determining  the  rates  of 
interest  to  be  allowed,  not  for  the  purpose  of  bringing  the 
income  of  the  Company  up  to  that  limit,  but  for  the  purpose 
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of  establishing  a  limit  of  income  beyond  which,  in  the  future, 
the  Company  shall  not  be  allowed  to  go,  under  existing  rates, 
we  are  willing  to  confer  with  the  Board,  and  agree  upon  a 
just  valuation.  When  the  existing  rates  shall  bring  the  in- 
come of  the  Company  up  to  an  amount  sufficient  to  pay,  in 
addition  to  operating  expenses,  nine  per  cent  upon  such  agreed 
valuation  and  such  additional  expenditures  as  the  Company 
may  hereafter  make  iu  construction  and  extension  of  its  works, 
then  the  rates  can  be  diminished  so  as  to  prevent  the  income 
from  increasing  beyond  such  limit.  In  this  way  the  rates  to 
consumers  can  be  reduced  at  once,  by  the  city  paying  its  just 
proportion,  and  in  the  near  future  the  increase  in  the  number 
of  consumers  will,  after  the  limit  of  the  Company's  income 
has  been  reached,  result  in  a  further  reduction  of  rates. 

I  have  named  nine  per  cent,  as  a  fair  rate  of  interest  upon 
a  just  valuation  for  the  reason  that  the  business  is  a  hazardous 
one.  The  regulation  of  rates  does  not  guarantee  to  the  Com- 
pany any  income,  nor  does  it  protect  the  Company  from  the 
competition  of  the  city  or  of  rival  schemes.  The  Company  is 
its  own  insurer.  If  one-half  of  the  city  were  to  be  swept 
away  to-day,  it  would  lose  one-half  of  its  income.  Pipe  lines, 
aqueducts,  or  dams  might  give  way,  and  the  loss  might  be 
great.  These  are  some  of  the  hazards  against  which  the  Com- 
pany can  not  insure,  and  concerning  which  the  city  gives  no 
guarantee. 

In  conclusion,  then,  I  will  recapitulate  and  state  what  the 
Company  would  consider  fair  principles  to  be  established  in 
the  regulation  of  rates.  First,  an  authorization  of  the  present 
rates,  together  with  a  fair  allowance  by  the  city  for  protection 
against  fires  and  for  water  used  for  municipal  purposes,  which 
allowance  should  be  credited  upon  the  rates  now  charged  to 
consumers  pro  rata.    Second,  as  to  the  future,  a  determina- 
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tion  of  principles  by  which  the  income  of  the  Company  should 
be  limited ;  namely,  a  just  valuation  of  the  works,  and  an  al- 
lowance thereon  and  upon  further  expenditures  in  construction 
and  extension  of  the  works  of  nine  per  cent,  in  addition  to 
the  operating  expenses.  The  foregoing  limit  being  reached, 
the  increase  in  the  number  of  consumers  to  tend  toward  a 
diminution  of  rates  instead  of  an  increase  of  income. 

Respectfully,  yours, 

CHAKLES  WEBB  HOWABD, 

Pres't  S.  V.  W.  W. 

 o  


San  Fraxcisco,  March,  1880. 
To  the  President  of  the  Spring  Valley  Water  Works: — 

Dear  Sir  : — I  herewith  present  to  yon  a  report  of  the  work 
I  have  been  called  upon  as  an  expert  to  attend  to  in  the  ex- 
amination of  the  books  and  accounts  of  the  Company,  over 
which  you  preside 

I  commenced  my  labors  on  the  3d  of  February  of  the  cur- 
rent year,  and  as  you  refrained  from  giving  me  any  but  the 
general  instruction,  viz.:  That  of  ascertaining  what  had  been 
the  cost  to  the  Company  of  the  works,  and  properties  con- 
nected therewith,  owned  by  them,  leaving  entirely  to  myself 
the  method  of  ascertaining  that  cost,  I  have  been  compelled 
to  exercise  the  best  of  my  judgment  as  to  the  method  by  which 
I  could  secure  the  desired  result. 

The  labor  necessarily  involved  has  been  very  arduous,  com- 
pelling me  to  examine  the  books  and  accounts  of  the  San 
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Francisco  City  Water  Works  for  the  period  of  eight  (8)  years, 
and  of  the  Spring  Yalley  Water  Works  for  twenty  (20)  years, 
thus  covering  a  period  equal  to  twenty-eight  (28)  years. 

The  principles  by  which  I  have  been  governed  in  my  labors 
need  to  be  enunciated  here,  so  that  you  will  see  why  I  pre- 
sent the  Exhibits  in  the  various  forms  that  accompany  this. 

The  first  question  was  at  what  rates  should  interest  be  cal- 
culated on  the  expenditures.  The  rates  generally  current  in 
the  early  period  of  the  existence  of  these  two  Companies  were 
so  far  beyond  those  now  current,  that  to  make  up  the  accounts 
at  those  rates,  would  swell  the  cost  to  an  excessive  amount.  I 
ascertained  the  rates  current  at  banks,  which  I  found  to  have 
been  as  follows:  From  1860  to  1866,  2  per  cent,  to  \\  per 
cent,  per  month ;  from  1866  to  1869,  1 \  to  1  per  cent,  per 
month ;  since  then  at  10  per  cent,  per  annum. 

Again,  I  found  that  large  sums  had  been  paid  by  the  Com- 
pany as  interest  on  loans,  bonds  and  coupons,  and  the  question 
then  arose  should  these  payments  of  interest  be  included  in 
the  cost  of  the  Works. 

This  last  question  I  have  not  taken  upon  myself  to  decide 
but  the  Exhibits  I  present  will  cover  the  ground,  and  afford 
data  from  which  a  just  conclusion  can  be  drawn. 

I  have  made  up  tabular  statements  that  show  the  exact 
monthly  expenditures  for  the  separate  classes  of  works  con- 
structed, and  from  these  tables  have  ascertained  the  separate 
monthly  expenditures  covering  the  whole  period  of  time — but 
I  have  not  averaged  the  dates  of  such  payments,  as  that  would 
have  necessarily  caused  long  delay,  so  that  I  have  calculated 
the  interest  from  the  end  of  each  month  for  the  expenditures 
of  that  month 

I  give  in  the  Exhibits  the  statement  of  all  dividends  as 
paid  to  the  stockholders.     On  these  dividends  I  have  calcu- 
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lated  the  interest  from  the  date  they  were  declared  (not  paid) 
to  the  end  of  the  current  year,  and  then  deducted  the  sum  of 
dividends  and  interest  from  the  accumulated  interest,  carrying 
forward  at  the  end  of  each  year  the  balance  of  interest  as  In 
terest  Account,  which  you  will  note  is  made  up  at  simple,  not 
compound  interest. 

The  Company  has  paid  higher  rates  than  those  have  cal- 
culated in  the  accounts,Jiaving  paid  2  per  cent.,  If  per  cent., 
1^  per  cent.,  1  \  per  cent,  andj  1  per  cent,  per  month,  and  10 
per  cent,  per  annum. 

With  these  explanatory  remarks,  I  now  call  your  attention  to 


EXHIBIT  "A." 


Expenditures,  including  interest  on  Loans,  Bonds  and  Cou- 
pon Interest];  also  cost  of  San  Francisco  City  Water  Works? 
made  up  in  same  manner  to  February,  1865,  the  date  of  con- 
solidation of  the  two  Companies. 

In  the  Exhibit  the  rates  of  interest  are  made  up  at  \\  per 
cent,  per  month  to  December  31,  1865 ;  at  1  per  cent,  per 
month  from  December  31,  1865  to  December  31,  1869,  at  10 
per  cent,  per  annum  from  December  31, 1869  to  December  31, 
1879. 

Deducting  annually  dividends  and  interest  at  same  rates : 


Expenditures  . . . '.  $15,031,076  06 

Interest   6,770,100  13 


Total 


$21,801,176  19 
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EXHIBIT  "B." 

Expenditures,  including  interest  on  Bonds,  Loans  and  Cou- 
pon Interest,  also  cost  of  San  Francisco  City  Water  Works  in 
same  manner  to  February,  1865,  date  of  consolidation. 

Interest  at  10  per  cent,  per  annum. 

Deducting  annually  dividends  and  interest  at  same  rate: 

Expenditures  $15,031,076  06 

Interest   5,603,576  43 

Total  $20,634,652  49 


EXHIBIT  "C." 
f 

Expenditures,  excluding  interest  on  Loans,  Bonds  and  Cou- 
pon Interest,  including  cost  of  San  Francisco  City  Water 
Works,  made  up  in  same  manner,  at  date  of  consolidation ; 
interest  at  1^  per  cent,  per  month  to  December  31,  1865. 

Interest  at  1  per  cent,  per  month  from  December  31,  1865, 
to  December  31,  1869. 

Interest  at  10  per  cent,  per  annum  from  December  31, 
1869,  to  December  31,  1879. 

Deducting  annually  dividends  and  interest  at  same  rate : 

Expenditures  $13,168,693  27 

Interest.  .   5,671,509  10 


Total 


$18,840,202  37 
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EXHIBIT  "D.» 

Expenditures,  excluding  interest  paid  on  Loans,  Bonds  and 
Coupons. 

Including  the  cost  of  San  Francisco  City  Water  Works, 
made  up  in  same  manner  to  February,  1865,  date  of  consoli- 
dation. 

Interest  at  10  per  cent,  per  annum. 

Deducting  annually  dividends  and  interest  at  same  rate : 

Expenditures  $13,168,693  27 

Interest....   4,504,879  70 

Total.  $17,673,572  97 

These  exhibits  may  be  regarded  as  substantially  correct,  a* 
the  calculations  and  entire  work  have  been  corrected  and  veri- 
fied by  my  two  assistants. 

In  reply  to  the  inquiry  whether  the  different  increases  of  the 
capital  stock  of  the  Company  have  conformed  to  the  amount 
of  the  expenditures,  I  have  to  report : 

That  the  San  Francisco  City  Water  Works  was  organized 
August,  1857,  with  a  capital  stock  of  $1,500,000,  which  was 
increased  June,  1864,  to  $2,000,000.  At  that  date  the  expen- 
ditures of  this  Company  amounted,  with  interest,  to  $1,740,- 
060  90,  no  dividends  having  been  declared  to  this  time. 

At  the  date  of  consolidation  with  the  Spring  Valley  Water 
Works  in  February,  1865,  after  deduction  of  all  dividends 
declared,  the  expenditures,  with  accumulated  interest, 
amounted  to  $2,542,402  17. 
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The  Spring  Yalley  Water  Works  originally  organized  June 
16th,  1858,  with  ja  capital  of  $60,000,  which  was  increased 
June  16th,  1860,  to  $3,000,000. 

February,  1865.  the  San  Francisco  City  Water  Works  was 
consolidated  with  the  Spring  Yalley  Water  Works,  with  a 
capital  of  $6,000,000. 

The  entire  expenditures  of  the  two  companies,  including  in- 
terest but  deducting  all  dividends  to  date,  with  interest  thereon, 
amounted  to  $5,551,420  89. 

March,  1868,  increased  to  $8,000,000.  Expenditures  at 
that  date,  with  interest,  less  dividends  and  interest  at  same 
rate,  amounted  to  $7,969,710  39. 

July,  1876,  increased  to  $16,000,000.  Expenditures  at 
that  date,  with  interest,  less  dividends  and  interest,  $16,245,- 
659  30. 

All  of  which  is  respectfully  submitted. 

JNO.  F.  POPE, 

Expert. 


We,  the  undersigned,  do  hereby  certify  that  we  are  practi- 
cal book-keepers,  and  that  we  have  assisted  John^F.  Pope, 
Esq.,  in  the  examination  of  the  books  of  the  San  Francisco 
City  Water  Works,  and  the  Spring  Yalley^Watei  Works,  for 
the  purpose  of  ascertaining  their  cost.  We  believe  that  the 
principles  which  have  governed  him  in  the  ascertaining  of  the 
cost  are  correct,  and  we  have  verified  all  the  calculations. 

E.  Worth, 
O.  C.  Pope. 


STATEMENT 


Showing  the  profits  realized  by  different 
classes  of  Corporations,  their  Capi- 
tal, Dividends,  Accumulation, 

Par  and  Market  values. 

  — 


Corporations  in  our  own  and  other  countries. 

BANKS. 

National  Banks  of  the  United  States  of  America. 


No.  of 
Bank. 

Capital. 

Surplus. 

Total 
Dividends. 

Dividends. 

Per  cent,  to 
Capital 
Semi-annually. 

Dividends 
per  year. 

•Sept.  1872 

1852 

465,676,023 

105,181,942 

23,827,289 

5  12-100  paid 

10  19-100 

"  1873 

1955 

488,100,951 

118,113,848 

24,823,029 

5  09-100  " 

10  31-100 

M  1874 

1971 

489,938,284 

128,364,039 

24,929,307 

5  19-100  " 

9  90-100 

6  1875 

2047 

497,864,833 

134,123,649 

24,317,785 

4  88-100  " 

9  89-100 

"  1878 

2081 

500,482,271 

132,251,078 

22,503,829 

4  60-100  " 

9  32-100 

"  1877 

2072 

486,324,860 

124,349,254 

22,117,116 

4  54-100  " 

8  93-100 

Taken  from  the  financial  review  1878. 

The  following  statement  shows  the  condition  of  some  of  the  New  York 
Banks,  as  copied  from  the  New  York  journal  op  commerce,  January  27, 
1880. 


BANK. 

Capital. 

Accumulat'd 
profits. 

Par 
value. 

Prices  bid 
for  Stock. 

American  Exchange  

5,000,000 

1,288,100 

100 

115 

1,000,000 

1,215,100 

100 

218% 

Chemical  

300,000 

3,261,000 

100 

1  675 

*City  :  

1,000,000 

1,410,300 

100 

200 

First  National  

500,000 

1,767,700 

100 

307^ 

Mechanics'  

2,000,000 

1,027,700 

100 

140 

2,000,000 

715,500 

100 

140^ 

Union  National  

1,200,000 

660,000 

100 

*148 

3 
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INSURANCE  COMPANIES. 

England. 


COMPANIES. 

Amount  Paid 
per  Share. 

Amount  added 
from  profits. 

Last  Sales. 

Commercial  Union  

Liverpool  and  London  

Norwich  Union  

£  5 
10 
10 

2 
12 
20 

£40 
15 

£  20 

68  10s 
152  10s 

15  lis 
106 
310 

French  Insurance  Companies. 

COMPANIES. 

Amount  paid 
per  Share. 

* 

Last  Sale. 

La  Caisse  Generale  

La  Confiance  

125  francs 
200  44 

750  francs 
1075  44 

New  "York  Insurance  Companies. 

COMPANIES 

Seini-annual 
Dividend. 

Par  value. 

Sales. 

Mechanics'  

Mechanics'  and  Traders'. . . 

15  per  cent. 
10  "  " 
10  "  " 
10  "  " 
10  "  '• 
10  "  " 

$50.00 
50.00 
25.00 
50.00 
25.00 
20.00 

$150,00 
175.00 
184.00 
160.00 
202.00 
201.00 

Gas  Companies,  New  York. 

COMPANIES. 

Par  value. 

Sales. 

Manhattan  

50 
100 

140 
115 

35 


Trust  Companies. 


COMPANIES. 

Par  value, 

Sales. 

100 

365 

100 

325 

25 

210  20 

Insurance  Companies  in  San  Francisco. 


NAME. 

Capital. 

Surplus. 

Dividends 
Paid. 

Firemen's  Fund  

1874 

300,000 

59,949  48 

63,272  17 

1875 

300,000 

49,800  15 

62,699  34 

1876 

300,000 

125,122  94 

62,307  89 

1877 

300,000 

150,680  97 

66,768  00 

1878 

300,000 

174,844  63 

65,822  00 

• 

1879 

300,000 

153,172  13 

60,518  49 

1874 

750,000 

104,137  08 

173,520 

(C 

1875 

117,907  01 

127,375 

(( 

1876 

152,629  70 

157,325 

u 

1877 

128,280  00 

179,295 

u 

1878 

113,759  88 

165,573 

u 

1879 

124,976  27 

112,932 

1874 

200,000 

56,483  78 

'  36,557  50 

«  it 

1875 

31,857  56 

43,000  00 

<<  (< 

1876 

37,396  40 

44,000  00 

ti  11 

1877 

65,745  13 

55,874  00 

U  <( 

• 

1878 

65,996  46 

60,044  00 

1879 

55,254  57 

47,272  00 

36 

Ferries. 


COMPANIES. 

Capital. 

Par  value. 

Bid. 

1,000,000 

100 

150 

1,000,000 

100 

125 

Telephone  Stock. 

COMPANIES. 

Capital. 

Par  value. 

Bid. 

American  Speaking  

300,000 

100 

575 

National  Bell  

1,000,000 

100 

800 

Bell  Telephone,  N.  York. 

100,000 

50 

375 

Telegraph. 

COMPANIES. 

Capital. 

Par  value. 

Bid. 

Pacific  and  Atlantic  

2,000,000 

25 

52 

Southern  and  Atlantic. . . . 

950,000 

25 

68  . 

Safe  Deposit  Companies. 

COMPANIES. 

Capital. 

Par  value. 

Bid. 

Dividends 

Mercantile  Safe  Deposit. . 

300,000 

100 

150 

1  %  perm. 

New  York  Safe  Deposit. . 

600,000 

25 

120 

PROCEEDINGS  BEFOKE  THE  WATEE  COMMITTEE. 


EX-MAYOR  BRYANT   AND    EX-CITY  AND    COUNTY   ATTORNEY  BUR- 
NETT PRESENT  THEIR  VIEWS  BEFORE  THE  COMMITTEE. 

February  20th,  1880. 

The  Water  Committee  of  the  Board  of  Supervisors  met  and  discussed  the  matter  of  fixing 
the  water  rates  of  the  city.  Ex-Mayor  Bryant,  ex-City  and  County  Attorney  Burnett  and 
Mr.  Hughes,  the  City  Attorney  of  Oakland,  were  present  ly  invitation  of  the  committee. 

Mr.  Stetson  stated  that  the  committee  had  invited  Messrs.  Bryant  and  Burnett  to  be 
present,  thinking  that  they  might  have  information  which  would  be  valuable  to  the  com- 
mittee in  relation  to  the  water  supply  of  the  city.  He  further  stated  that  during  the 
month  of  February  the  committee  were  compelled,  under  the  new  Constitution,  to  fix  the 
water  rates  to  take  effect  July  1st,  and  that  the  compulsory  provision  gave  no  directions  as 
to  the  manner  in  which  it  should  be  donr.  The  question  that  arose  was  whether  the  com- 
mittee should  be  guided  by  the  cost  of  the  works,  or  should  they  peremptorily  say  that  the 
reduction  should  be  so  much  upon  the  the  present  rates  collected. 

Mr.  Bayly — So  far  as  I  can  understand,  the  company  does  not  charge  the  full  rates  as 
fixed  by  the  Commissioners  in  1878.  If  we  attempt  to  establish  rates  by  reducing  the  per- 
centage of  the  figures  fixed  by  the  Commission,  we  may  not  reduce  them  to  the  standard 
which  they  are  now  collecting  under  special  rates.  We  must  first  ascertain  the  gross  in- 
come and  expenses  of  carrying  on  the  works  Should  we  attempt  to  reduce  the  rates  25  per 
cent,  and  afterward  discover  that  the  company  is  not  collecting  within  40  per  cent,  of  the 
rates  fixed  by  that  Commission,  it  would  be  apt  to  mislead  the  public. 

Mr.  Torry — My  idea  is  that,  instead  of  taking  the  measurement  of  a  house  or  ground, 
the  rates  should  be  fixed  upon  the  basis  of  the  number  of  rooms  in  a  house.    In  dwelling- 
houses  charge  so  much  per  room — say  25  cents,  which  I  think  would  be  sufficient.  Stores 
hotels,  livery  stables,  restaurants  could  be  charged  by  the  gallon,  to  be  measured  by  meter- 
Mr.  Doane — They  charge  £5  for  a  meter. 

Ex-Mayor  Bryant — It  is  fair  to  presume  that  the  water  company  is  satisfied  with  the 
present  rates  and  that  they  have  those  rates  equally  distributed.  Now  I  think  if  you  take 
off  10  per  cent,  it  would  be  about  fair.  Ships  pay  $5  per  thousand  gallons  for  water  at  the 
wharf  and  $10  per  thousand  gallons  in  the  stream,  which  seems  to  me  a  pretty  heavy  tax. 

Mr.  Bayly  to  Mr.  Burnett — If  a  resolution  was  passed  by  the  Board  reducing  the  legal 
percentage  under  which  they  are  now  collecting,  would  that  establish  the  old  rates  fixed  by 
the  Commissioners? 

Mr.  Burnett— The  rate  must  be  uniform.  Under  the  new  Constitution  they  can  legally 
collect  only  by  rates  fixed  before  July.  I  think  the  company  will  sustain  any  order  you 
may  pass,  unless  you  fix  rates  unreasonably  low.  Were  it  not  for  that  Constitutional  pro- 
vision I  should  say  that  the  order  should  stipulate  that  the  rate  must  be  so  mucb  in  dollars 
and  cents. 

Mr.  Torrey— I  can  see  no  better  way  than  charging  so  much  per  room  in  a  house,  and 
an  extra  rate  for  gardens — say  two  or  three  cents  per  foot.  In  speaking  of  rooms  I  exclude 
bath-rooms,  closets  and  halls. 

MR.  STETSON'S  SUGGESTION. 

Mr.  Stetson — I  think  the  company  in  adopting  their  present  rates  have  been  guided  by 
experience.  A  reduction  in  the  present  rates  charged,  I  think,  would  equalize  things,  but 
*o  make  a  new  schedule  would  only  confuse  matters,  as  we  should  not  be  able  to  adjust  the 
rates  among  nineteen  thousand  consumers  with  the  fairness  desired.  We  want  every  ane 
to  get  the  benefit  of  the  reduction. 
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Mr.  Torrey— The  company  is  receiving  $1,200,000  revenue,  and  if  we  cut  off,  say,  $200,- 
000  then  we  know  just  what  we  are  doing. 

Mr.  Bayly— Suppose  the  company  don't  see  fit  to  be  guided  by  those  rates,  and  it  pre- 
sents a  bill  under  the  old  rates,  then  it  would  resolve  itself  into  a  legal  question. 

Mr.  Bryant  produced  the  water  Act  of  1876  and  read  from  the  report  of  the  Commis. 
6ioners,  composed  of  J.  R.  Kelly,  Charles  Kohler  and  ex-Supervisor  Rouutree,  which  fixed 
the  rate  for  dwellings  of  not  more  than  twenty  feet  frontage  and  one  story  high,  at  $1 ;  two 
stories,  $1.50;  three  stories,  $2.00;  four  stcries,  $2.50;  five  stories,  $3.00.  For  dwellings  of 
twenty-five  feet  frontage  and  over,  fifty  cents  extra  per  story. 

Mr  Bryant— These  rates  would  have  yielded  them  a  revenue  of  $900,000  at  that  time, 
and  now  of  over  $1,000,000. 

Mr.  Bayly — I  don't  think  we  are  confined  to  this  month  to  make  these  rates,  so  long  ag 
we  are  working  at  it. 

Mr.  Stetson — How  can  we  show  we  are  working  at  it  unless  we  hold  proceedings  in 
open  Board?   We  can't  satisfy  any  Court  of  the  fact. 

Mr.  Bayly — A.s  long  as  we  are  taking  action,  the  public  should  be  satisfied. 

Mr.  Torrey — I  am  willing  to  meet  every  night  until  we  arrive  at  some  conclusion. 

Mr.  Frazer — I  think  we  should  consider  the  vacant  lots  and  other  idle  property  which 
should  be  taxed. 

Mr.  Torrey — We  might  fix  rates  for  the  city  to  pay  for  water  for  public  buildings,, 
parks,  etc.,  and  by  that  means  lighten  the  rates  to  private  consumers. 

Mr.  Bayly — The  water  tax  must  be  levied  by  general  taxation.  Charles  Webb  Howard 
has  now  an  expert  working  upon  a  statement  of  the  cost  and  value  of  the  property  of  the 
Spring  Valley  Company,  for  presentation  to  the  Board. 

Mr.  Eastman — How  would  it  do  to  take  the  market  value  of  the  works  as  a  basis  for 
rates? 

Ex-Mayor-Bryant — That  would  be  a  good  idea.  Their  present  value  would  be  about 
$10,000,000.  The  Water  Committee  in  1877  offered  the  Company  $11,000,000,  but  the  latter 
wanted  $11,800,000,  including  their  indebtedness. 

Mr.  Stetson— In  1875  they  wanted  $14,000,000,  and  including  the  Calaveras  source,. 
$1,000,000  more.  Subsequently  they  asked  $16,000,000.  If  we  levy  rates  on  capital  the 
matter  is  simple,  but  if  we  consider  what  the  water  is  worth  the  problem  becomes  difficult. 

Ex-Mayor  Bryant — Will  you  pay  the  interest  on  the  investments  they  have  made  in 
buying  out  other  prospective  companies? 

Mr.  Stetson— We  must  recognize  the  condition  of  things*  as  they  exist  to-day,  the  re- 
duction of  rents,  cost  of  business,  etc.  Spring  Valley  has  enjoyed  prosperity,  and  we  must 
regard  what  is  just  and  fair. 

THE  LAW. 

Mr.  Torrey  to  Mr.  Burnett — Have  the  courts  decided  whether  the  Board  could  tax  the 
city  for  water  for  public  buildings? 

Mr.  Burnett— They  could  not  impose  a  larger  burden  on  the  city  to  relieve  private 
consumers.  Under  the  new  Constitution  you  must  pay  for  water  supplied  to  the  city,  and 
must  pay  the  same  rates  as  are  charged  to  private  takers,  or  in  other  words,  the  rates  must 
be  uniform. 

Mr.  Hughes— If  you  tax  the  city  you  give  the  company  the  same  income  but  reduce  the 
burden  on  takers.  In  Oakland  the  municipal  tax  is  $265,000,  and  the  water  tax  is  $200,000, 
so  that  consumers  pay  two-thirds  of  the  entire  cost  of  the  city  government,  and  yet  the 
Water  Company  says  it  is  only  realizing  four  per  cent,  on  its  investment. 

Mr.  Burnett— The  Water  Company  cannot  collect  for  water  after  July  1st  unless  the 
rates  are  fixed  by  the  Board,  although  they  can  mandamus  the  Board  to  fix  rates,  but  they 
cannot  compel  men  to  be  all  of  one  mind. 

Mr.  Hughes— If  you  charge  the  city  will  you  reduce  the  water  rates  to  private  con- 
sumers? 

Mr.  Bayly— We  will  first  determine  whether  the  company  has  the  power  to  collect  for 
parks  before  fixing  the  rates. 

Mr.  Burnett— That  is  the  only  safe  way. 
The  Committee  then  adjourned. 
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February  25,  1880. 

Present— Supervisors  Bayley,  Doane,  Stetson,  Eastman,  Taylor,  Whit- 
ney AND  TORREY.  MESSRS.  HOWARD,  NEWDANDS  AND  SCHUSSLER  ON 
BEHALF  OF  THE  COMPANY. 

Charles  Webb  Howard,  President  of  the  Spring  Valley  Water  "Works, 
read  an  address  which  is  to  be  found  on  the  first  page  herein. 

After  which  Mr.  Howard  expressed  the  willingness  of  the  Company  to 
allow  experts,  appointed  by  the  Board,  to  be  placed  in  the  Company's  office 
and  see  how  the  rates  were  regulated,  that  they  may  understand  how  difficult 
it  was  to  fix  uniform  rates  which  would  be  satisfactory.  Repeal  ed  changes  in 
the  population  of  a  locality,  and'the  buildings  comprised  in  it,  not  to  speak  of 
the  habits  of  the  tenants,  cause  a  constant  variation  to  be  made  in  the  rates 
charged,  and  prevents  the  fixing  of  a  certain  rate  for  all  cases.  If,  after  exami- 
nation, the  Board  could  suggest  any  rational  changes  in  any  department  of 
the  Company's  business,  such  improvement  would  be  gladly  adopted. 

The  Chairman,  Mr.  Bayley,  stated  that  a  detailed  statement  of  the  operat- 
ing expenses  of  the  Company  had  been  submitted  to  the  committee,  which 
showed  a  total  of  about  $300,000.  He  asked  whether  this  amount  was  not  ex- 
cessive, and  whether  it  could  be  relied  upon  as  a  measure  of  what  the  operat- 
ing expenses  for  the  next  year  would  be. 

Mr.  Howard  answered,  that  it  was  less  than  the  amount  of  operating  ex- 
penses during  the  two  years  previous,  and  was  rather  below  than  above  what 
should  be  allowed  therefor. 

Mr.  Howard  also  said  that  the  item  of  $100,000,  mentioned  in  one  of  the 
Municipal  Reports  as  the  running  expenses  of  the  Company  did  not  include 
all  the  operating  expanses.   It  covered  simply  the  office  expenses  and  salaries. 

Mr.  Schussler  being  asked  for  his  views  upon  the  question  of  operating  ex- 
penses, said  that  in  his  opinion  they  would  average  not  less  than  twenty  five 
thousand  dollars  per  month.  The  operating  expenses  include  taxes,  the  cost 
of  setting  and  repairing  metres, the  raising  and  moving  pipes,  protecting  dams, 
reservoirs  and  aqueducts,  legal  expenses,  cost  of  pumping,  salaries,  office 
expenses  and  incidentals,  which  are  necessarily  large. 

IMPROVEMENTS . 

Mr.  Schussler  also  said:  I  have  reported  to  Jthe  President  and  Trustees 
that  it  is  very  desirable  to  complete  the  Crystal  Springs  "Water  Works,  as,  in 
the  summer  time  particularly,  we  are  working  to  great  disadvantage  with  the 
San  Andreas  water,  which  supplies  the  district  east  of  Valencia  and  south  of 
Market,  and  quite  a  large  piece  of  the  low  lands  north  of  Market.  For  quite  a 
long  time  last  year  we  ran  the  San  Andreas  pipe  to  its  greatest  capacity,  and 
yet  during  the  middle  part  of  the  day  in  the  dry  season  the  pressure  was  so 
reduced  that  a  great  many  elevators  had  to  stop;  the  water  in  many  cases 
would  not  flow  up  to  the  top  of  the  houses,  and  it  was  a  very  fortunate  thing 
that  no  serious  conflagration  occurred  at  that  time.  In  order  to  give  the  lower 
part  of  the  city,  east  of  Valencia  and  south  of  Market  street,  a  better  supply, 
we  should  bring  in  that  water.  The  Crystal  Springs  Lake  is  full;  it  is  about 
fifty  feet  in  depth,  and  during  the  rains  it  overflows  and  the  water  runs  to  waste, 
while  if  that  water  was  flowing  into  the  city,  especially  into  the  lower  part,  and  a 
good  sized  main  was  laid  through  Folsom  street  down  to  the  city  front,  it  would 
give  an  independent  supply  for  that  eniire  lower  district.  We  could  then  shut 
off  the  San  Andreas  water  from  that  district  and  confine  it  to  that  part  north  of 
Market,  say  Hayes  Valley,  and  all  the  lowlands  to  the  city  front,  including 
California  street  below  Kearny  and  Montgomery,  etc.  At  the  same  time  we 
could  connect  the  three  systems-the  upper,  or  Pilarcitos  system;  the  middle, 
or  San  Andreas  system,  and  the  lower,  or  Crystal  Springs  system.    "We  could' 
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connect  them  by  gates  in  such  a  way  that  whenever  anything  should  break,  or 
during  a  serious  fire,  we  could  let  the  water  in  from  any  one  of  the  upper  dis- 
tricts into  the  lower,  and  thus  make  the  whole  system  complete  and  in  every 
way  efficient. 

FIRE  HYDRANTS  AND  FIRE  PROTECTION. 

Mr.  Torrey,  referring  to  the  subject  of  hydrants,  questioned  whether  the 
Board  had  a  right  to  fix  upon  any  sum  to  be  paid  for  hydrants. 

Mr.  Newlands  said  it  is  the  way  they  do  in  every  other  place  where  water 
is  used  for  fire.  In  almost  every  city  of  the  UnUed  States  a  charge  is  made  for 
the  fire  plug,  the  idea  being  that  the  municipality  pays,  not  for  the  quantity  of 
waterthat  goes  through  the  fire  plug,  but  for  the  protection  afforded  against 
fire. 

Mr.  Schussler  said  that  the  major  cost  of  the  works  of  the  Company  was 
for  the  purpose  of  protecting  the  property  of  the  city  against  fire.  If  the  Com. 
pany  had  only  provided  water  for  domestic  uses  the  cost  would  have  been 
small,  compared  to  what  it  has  been  in  its  endeavor  to  give  the  city  an  ade- 
quate fire  protection. 

Mr.  Torrey  was  satisfied  that  the  Company's  efforts  to  secure  property 
against  fires  were  successful,  and  superior  to  the  system  in  New  York,  where 
the  hydrants,  in  some  places,  will  not  take  water  up  twenty  feet,  while  here 
the  pressure  is  so  good  you  can  carry  the  water  to  the  height  of  any  building 
"  I  believe,"  said  Mr.  Torrey,  "  this  is  the  safest  city  in  the  Union  in  regard  to 
fires  and  there  is  no  reason  why  valuable  property  should  not  pay  a  fair  propor- 
tion and  relieve  the  rate  payers  of  the  whole  expense  of  protecting  their  prop- 
erty. 

The  Chairman  thought  it  entirely  legitimate  to  charge  for  fire  hydrants! 
1,200  hydrants  at  $200  a  year  would  be  $240,000  per  annum,  and  which,  if  paid  by 
the  city,  would  enable  a  reduction  to  be  made  on  the  present  rates  to  con- 
sumers of  twenty  per  cent. 

Mr.  Schussler  said  it  could  not  be  doubted  that  the  owners  of  real  estate 
derived  a  benefit  in  the  rates  of  insurance  by  the  water  protection  against  fires. 

Mr.  Torrey  said  that  without  the  water  the  rate  of  insurance  would  increase 
one  per  cent,  at  least. 

Mr.  Howard  stated  that  it  was  calculated  that  fhe  city  comprised  about 
$270,000,000  of  insurable  property. 

Mr.  Torrey  believed  the  correct  figure  was  $250,000,000. 

The  Chair  said  the  taxable  property  last  year  amounted  to  $253,000,000. 

Mr.  Torrey  regretted  to  learn  it,  as  two  years  ago  the  figures  were  as  high  as 
$300,000,000.  He  knew  no  reason  Why  the  few  rate  payers  should  pay  for  the 
protection  of  all  the  property  in  the  city. 

Mr.  Howard  believed  the  Board  had  the  power,  under  the  law,  to  fix  a  rate 
for  a  fire  hydrant. 

The  Chair  considered  the  Board  had  the  right  to  determine  what  shall  be 
paid  by  the  city  for  the  water  used  by  it. 

Mr.  Schussler  said  that  the  Board  should  consider  the  presence  of  the  water 
under  good  pressure,  the  capacity  of  the  reservoirs,  and  the  pipe  systems,  and 
say  that  these  were  worth  to  the  city  a  certain  sum.  "  Let  it  be  borne  in  mind," 
said  Mr.  Schussler,  "  that  the  pipes  now  laid  down  are  more  than  sufficient  for 
domestic  uses,  and  this  increase  in  the  size  of  pipe  was  in  order  to  protect  prop- 
erly against  fire,  and  a  large  portion  of  the  money  expended  in  the  city  for  the 
construction  of  reservoirs  was  also  to  afford  a  like  protection  to  property." 
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February  26,  1880. 

Pbesent  —  SrpERvisoRs  Bailet,  Doaxe,  Taylor,  Eastjiax,  Litchfield,  Stetson' 
Messrs.  Howard,  Xewlaxds  and  Shttssler. 

ARTESIAN  WELLS. 

Mr.  Bradbury,  a  supplier  of  water  by  means  of  artesian  wells,  to  a  portion  of  the 
consumers  in  the  city,  appeared  before  the  co:nmittoe  to  present  his  views.  He  said 
that  the  rates  proposed  bv  the  Board,  reducing  the  present  rates  twenty  per  cent., 
would  seriously  diminish  his  revenue,  and  make  his  rates  too  low.  He  wanted  the 
rates  to  be  uniform.  He  had  prepared  a  tariff  of  rates  for  the  inspection  of  the  commit- 
tee. It  fixes  the  lowest  rate  at  Si. 50  for  a  single  tenement  house  occupied  by  a  single 
family  of  more  than  five  persons — the  ground  surface  covered  by  the  tenement  by  <i00 
to  800  feet,  1-story,  $1.50;  2-story,  $1.50;  3-stor  ,  81  75;  4-story,  $1.75;  5-story,  $2.  Then 
600  to  900  feet:  1-story,  $1.75;  2-story,  $1.75;  >-story,  S2;  4-story.  S2;  5-story,  82.25- 
Then  900  to  1,000  feet:  1-story,  82;  2-story,  82;  3-story,  82.25;  4-story,  S2.25;  5-story 
82. 5'\  Then  1,000  to  1/200  feet:  1-story,  82.25;  2-story,  82.25;  3-story,  $2.50;  4-story, 
82.50;  5  story,  $2.75.  Then  1,200  to  1,400  teet:  1-story,  82.50:  2-story,  $2.50;  3-story, 
$2.75:  4-story,  8*.  Then  1,400  to  1,600:  1-story,  $2.73;  2-story,  $2.75;  3-story,  $3;  4-story, 
$3;  5  story,  $3.25.  No  single  rate  less  than  $1.50.  Bath-tub,  in  private  houses,  each 
tub.  25  cents.  For  public  houses,  boarding  houses,  bathing  establishments  and  barber 
shops,  each,  $1.75 — the  old  rate  was  82.  Meter  rates,  as  follows:  1,000  and  not  over 
10,00'»  gallons,  or  less  than  10,000  gallons,  50  cents;  over  1,000  and  up  to  50,000  gallons' 
40  cents,  as  per  meter;  over  50,000  gallons,  30  cents  as  per  meter.  I  claim  that  is  the 
right  way  to  sell  water  by  meter  rates.  Parties  furnishing  water  are  |to  apply  me- 
ters, in  all  ca^es,  upon  demand  of  consumers,  and,  when  so  applied,  said  consumers 
will  pay  an  extra  charge  of  35  cents  per  month,  and  mster  rates  for  water  consumed. 
Kates  payable  monthly  in  advance,  and  if  not  paid  by  the  20th  of  each  month  an 
additional  charge  of  5  per  cent,  to  be  made. 

I  have  a  well  supplying  10,000  gallons,  and  a  reservoir,  containing  now  200,000 
gallons,  and  2})  feet  above  base,  on  Pine  and  Gough  Streets. 

I  supply  about  50,000  gallons  daily.  I  have  supplied  more,  and  can  supply  100,000 
more.  I  intend  also  to  enlarge  my  present  capacity.  I  do  not  supply  any  water  for  fire 
purposes.  The  largest  pipes  I  have  are  5  inch,  and  I  believe  the  hydrant  pipes  are 
2Y2  inches. 

The  reservoir  is  located  at  Van  Ness  and  Franklin.  I  supply  mostly  Van  Ness, 
Polk,  California,  Pine  and  Clay  Streets.  I  suppose  nearly  2  miles  of  pipe  are  laid  down 
around  that  vicinity. 

Mr.  James  Warner,  also  supplying  water  by  means  of  artesian  wells,  was  heard  by 
the  Committee.  Mr.  Warner  said— My  works  are  bounded  by  Ninth,  Tenth,  Howard 
andFolsom.  I  have '22  or  23  miles  of  pipe  laid.  I  have  two  wells  with  a  capacity  of  about 
12  to  18,000 gallons  an  hour;  one  well  is  190  feet  deep  and  the  other  173  in  depth.  I  supply 
from  40  to  50,000  gallons  a  day.  In  sinking  the  well  we  passed  through  about  60  feet  of 
sand,  then  to  clay,  then  sand  again  100  feet,  and  you  come  to  clay;  we  leave  off  in 
gravel.  I  have  two  tanks  that  have  a  capacity  of  about  50,000  gallons.  Elevation  prob- 
ably 100  feet  from  the  bass.  I do  not  furnish  any  water  for  fire  purposes.  My  pipes 
are  mostly  2  inch.  My  tanks  are  elevated  from  the  street  about  40  feet.  When  we 
are  not  pumping,  the  water  rises  in  the  well  21  feet  from  the  top  of  the  ground  ;  we 
pump  15,000  gallons  an  hour  from  one  well  ;  we  lower  the  well  13  feet  when  we  are 
pumping.  The  material  at  the  bottom  of  the  well  is  gravel.  I  supply  40  or  50,000  gal- 
lons a  day  to  the  full  capacity  of  the  tadfcs. 

Mr.  Warner  said  this  well  water  had  ne^er  b^en  analyzed. 

Mr.  Bradbury  stated  that  Prof.  Price  had  returned  him  a  report  proving  the  water 
supplied  by  him  to  be  entirely  healthy. 

REPORT  OF  ENGINEER  SCHUSSLER. 

Mr.  Schussler,  engineer  of  the  Spring  Valley  company,  here  read  by  permission  a 
report  by  him  upon  the  necessary  improvements  required  by  the  future  growth  of  the 
city.   This  report  will  be  fouml  on  page  15. 
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THE  VIEWS  OF  AN  UNDERWRITER. 

D.  J.  Staples  being  asked  for  his  views  by  the  Committee,  stated:  There  is  at 
least  $100,000,000  of  insurable  property  in  this  city.  That  property  is  very  largely 
benefited  by  the  protection  that  the  Spring  Valley  works  afford.  The  rate  of  premium 
would  certainly  be  very  much  higher  if  it  were  not  for  the  protection  given  by  the 
company.  In  the  absence  of  this  protection  the  rate  would  be  at  least  one  and  a 
half  per  cent,  more  than  it  is  to-day.  This  is  a  wooden  city,  and  without  the  protec- 
tion given  by  the  water  company  it  would  be  hazardous  to  take  fire  risks  at  any 
rate,  for  if  a  fire  should  start  it  would  not  be  long  before  the  city  would  be  wiped 
out.  The  underwriters  a  year  ago  appointed  a  committee  to  investigate  the  Water 
Works  with  regard  to  their  ability  to  put  out  fires.  We  made  a  thorough  investigation, 
the  result  of  which  was  embodied  in  a  report,  which  was  printed.  We  found  certain 
portions  of  the  city  deficient  in  pipe  system,  which  was  admitted  by  the  engineer  of 
the  company,  and  we  recommended  that  the  company  make  the  improvements  neces- 
sary to  protect  that  portion  of  the  city,  and  their  answ.er  w-as  that  they  were  uncertain 
as  to  the  future,  whether  they  would  be  allowed  to  charge  rates  sufficient  to  give  a  rea- 
sonable interest  to  the  stockholders  and  furnish  the  requisite  means  to  do  this  necessary 
work,  and  until  that  was  settled  the  underwriters  could  get  very  little  hope  that  the 
improvements  would  be  made.  There  is  quite  an  area  of  country  south  of  Market 
Street  which  ought  to  have  larger  pipes.  We  were  some  eight  months  investigating 
the  subject,  examining  the  pipes  in  different  portions  of  the  city,  and  we  found  that  the 
city,  in  our  judgment,  was  very  much  better  protected  than  we  supposed  it  was  in  the 
beginning  of  our  investigation.  The  expenditure  of  perhaps,  $150,000  in  large  mains  and 
pipes  would  give  all  the  protection  we  could  ask  for.  Aside  from  the  endorsement  by 
my  signature  of  the  underwriters'  report  I  think  the  Spring  Valley  system  is  a  very 
excellent  one  indeed — entirely  sufficient  for  the  wants  of  the  city  now  and  for  a  iong 
time  to  come.  Mr.  Staples  believed,  further,  that  in  the  long  blocks  south  of  Market 
Street,  instead  of  having  a  hydrant  at  each  end,  therw  ought  to  be  one  in  the  middle, 
also  as  they  lose  power  by  being  so  far  apart. 

THE  PROBLEM  OF  COMPENSATION. 

Mr.  Taylor  wanted  to  know  how,  provided,  the  city  had  the  power  to  fix  the  com- 
pensation for  water,  they  could  get  at  a  just  compensation  to  the  company  for  water 
used  for  the  various  municipal  purposes. 

Mr.  Newlands  replied  that  it  could  be  reached  in  two  ways;  one  would  be  to  deter- 
mine the  proportion  of  the  benefit  received  from  the  supply  by  the  city,  and  determine 
that  proportion,  say  %  or  yz  or  %  to  be  paid  out  of  the  general  fund,  thus  diminishing 
the  rates  of  the  rate  payers,  or  the  Board  might  fix  less  rates  for  the  present  rate-payers 
and  make  the  deficiency  up  to  the  Company  by  fixing  rates  also  for  the  city,  as  for 
instance,  a  certain  rate  for  the  public  buildings,  a  certain  rate  for  the  parks,  and  a  cer- 
tain rate  for  each  hydrant  to  cover  water  used  for  fires  and  flushing  sewers. 

In  response  to  Mr.  Taylor,  Mr.  Newlands  said  he  was  not  prepared  to  say  what 
proportion  of  the  water  is  used  for  public  purposes. 

AMOUNT  OF  WATER  CONSUMED. 

Mr.  Stetson  was  informed  by  Mr  Schussler  that  the  daily  use  of  water  at  present  is 
between  12  and  13,000,000  gallons.  The  average  would  probably  run  a  little  below  that 
on  wet  days.  It  has  run  as  low  as  10,000,000  gallons.  We  have  had  days  when  it  has 
reached  more  than  16,500,000  gallons.  I  think  a  |fair  average  would  be  12,000,000  to 
12,500,000. 

We  measure  the  water  every  day  as  it  comes  into  town,  every  morning  at  seven 
o'clock,  and  keep  the  run  of  it  during  the  day. 

Mr.  Howard  stated  that  the  Company  was  governed  in  its  rates  by  the  schedule  of 
the  commissioners  issued  in  1878,  although  it  is  not  conformed  to  in  all  cases.  For 


43 


instance,  it  allows  us  to  charge  for  each  person  over  five  in  one  family  andfor  wash- 
ing windows  2  cents  a  foot,  but  these  items  are  never  charged  by  us.  With  these 
exceptions  we  adhere  to  the  schedule. 

Mr.  Bayley  asked  for  the  number  of  rate-payers. 

Mr.  Howard  answered  between  17  and  18,000. 

WATER  RATES. 

Mr.  Quinlan,  Regulator  of  Rates,  stated  that  he  was  prepared  to  inform  the  com- 
mittee upon  any  points  suggested  by  them. 

Mr.  Quinlan,  replying  to  questions,  said  that  the  company  had  two  systems  of 
charging  for  water— one,  by  the  number  of  square  feet  of  a  residence,  and  the  other  by 
meters.  A  slight  increase  or  decrease  in  the  amount  of  water  used  is  not  heeded.  If  your 
bill  was  $5  by  the  rate,  and  upon  applying  a  meter  it  was  found  that  it  only  amounted 
to  $3.50,  or  that  it  ran  over  and  amounted  to  $8.50,  there  would  be  no  change.  Changes 
are  only  made  in  cases  of  excessive  waste. 

Mr.  Schussler  said  that  not  long  ago  they  were  informed  that  there  was  a  waste  of 
water  in  some  of  the  dwellings  in  a  row  of  houses  that  were  all  alike,  and  rated  at  $2 
each.  Meters  were  put  on,  one  at  each  house,  and,  as  a  result,  some  iOf  the  $2  rates 
went  down  to  90  cents,  another  went  up  to  $51,  and  another  to  over  $60;  one  to  $15,  and 
another  to  $22.  The  parties  in  fault  were  then  asked  to  discontinue  the  waste,  which 
they  did. 

Mr.  Quinlan  said:  "  I  have  had  years  of  experience  in  the  fixing  of  rates,"  and  it 
is  almost  impossible  to  fix  a  rate  that  will  be  exact  in  all  cases  or  for  all  houses.  I 
should  be,  and  the  company  would  be,  perfectly  delighted  if  any  gentleman  would 
introduce  a  cast-iron  system,  and  relieve  us  of  the  annoyance  and  responsibility  now 
existing.  You  will  find  it  impossible  to  determine  a  certain  rate  for  all  cases,  as  so 
many  things  are  to  be  considered.  No  two  houses  are  exactly  similar  in  point  of  con- 
struction and  surroundings  and  use.  I  have  worked  for  the  Croton  Water  Works,  for 
the  Water  Company  in  Buffalo,  N.  Y.,  and  for  the  two  water  companies  in  this  city 
before  the  "Spring  Valley  was  introduced.  I  have  met  everywhere  svith  just  such 
complaints  as  are  made  here. 

Mr.  Schussler,  in  reply  to  a  question  by  the  Chair,  stated  that  the  average  amount 
received  by  the  company  for  one  thousand  gallons  of  water  was  twenty-seven  cents.  In 
order  to  get  that  amount  net,  the  company  must  charge  on  an  average  about  eighty 
cents— in  other  words,  there  is  nearly  two-thirds  of  the  water  that  is  not  paid  for,  it 
goes  to  waste,  as  you  might  call  it. 

Mr.  Staples  considered  that  property  ought  to  contribute  to  the  expense  of  supply- 
ing the  city  with  water,  and  relieve  in  a  measure  the  consumers  who  now  pay  for  all  the 
water  used  for  public  purposes. 

METERS. 

Mr.  Stetson  argued  that  the  proper  way  to  sell  water  was  by  meter  rates. 

Mr.  Schussler  said  the  system  could  not  be  successfully  used  here.  Poor  men 
would  find  their  bills  far  beyond  their  means  and  expectations,  and  landlords  would 
fear  being  bankrupted  by  wasteful  tenants,  and  as  a  result,  the  water  might  be  charged 
for,  but  the  company  would  never  be  able  to  collect  the  money  due  for  it. 

Mr.  Newlands  stated  that  the  Company  had  introduced  meters  during  the  drought, 
and  there  was  a  general  outcry  on  the  part  of  the  press  and  public,  and  it  was  con- 
demned as  a  Spring  Valley  outrage. 

Mr.  Stetson  further  objected  to  the  price  per  thousand  charged  by  the  company  ; 
he  thought  if  this  were  right  the  whole  thing  would  regulate  itself. 

Mr.  Schussler  deemed  tho  question  as  broad  as  it  was  long.  Each  consumer  wastes 
more  or  less  water,  and  what  is  wasted  goes  into,  and  helps  to  flush,  the  sewer,  to  the 
benefit  of  the  public  health.  To  obtain  the  same  effect  the  city  would  be  compelled  to 
run  the  same  amount  of  water  from  our  hydrants. 

„  Here  the  Committee  adjourned  until  Friday,  February  27th,  1S80,  at  2:30  p.  m. 
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Febeuakt  27th,  1880. 

Present—  Supervisors  Bailey,  Stetson,  Doane,  Frazer,  Litchfield,  Taylor,  Mason  and 
Drake.    On  behalf  of  the  Company,  Messrs.  Howard,  Schussler,  Newlands. 

Mr.  Dougherty,  by  permission,  presented  his  views  upon  the  water  question.  He  be- 
lieved that  under  the  new  Constitution  the  Board  had  the  right  to  say  who  shall  pay  for 
water.  Water  should  be  free  to  consumers,  and  the  money  paid  for  its  supply  should  be 
obtained  by  a  tax  upon  property  which  should  bear  the  whole  burthen.  The  consumers 
are  oppressed  by  heavy  rates,  while  the  large  property  owner  pays  nothing  for  the  protec- 
tion given  to  his  property.  As  the  citizen  is  allowed  the  benefits  of  a  fire  and  police  de- 
partment, sustained  by  a  uniform  property  tax,  in  like  manner  he  should  be  furnished 
with  water.  He  would  allow  Spring  Valley  six  per  cent,  on  the  valuation  of  its  works,  in 
addition  to  running  expenses;  the  criterion  of  value  to  be  the  aggregate  market  value  of 
its  shares  of  stock.  He  believed  this  to  be  a  liberal  rate  of  interest  as  property  has  not 
paid  over  four  per  cent,  above  running  expenses  in  the  last  five  years,  and  Spring  Valley 
should  not  set  its  property  apart  from  the  common  fate.  It  was  tantamount  to  impudence 
in  his  mind  that  the  company  should  ask  for  interest  on  an  indebtedness  ($4,000,000)  in- 
curred by  it  unless  the  money  was  used  in  its  works.  He  was  indignant  at  the  present 
system  of  collecting  rates,  stigmatizing  as  the  height  of  injustice  a  tariff  which  throws 
upon  the  consumer  the  entire  burthen  while  property  enjoys  the  protection  it  does  not  pay 
for.  "Is  there  any  reason  or  sense  in  that?"  asked  Mr.  Dougherty.  "If  the  water  is  a 
public  use  and  benefit  why  should  not  the  city  pay  for  it?" 

MODE  OF  DETERMINING  VALUE. 

Mr.  Newlands — The  market  value  of  the  stock  is  no  indication  whatever  of  the  value 
of  the  property  or  its  cost.  There  has  been  a  great  agitation  of  the  water  question  during 
the  past  four  years.  The  whole  matter  was  under  investigation  by  Water  Commissioners 
appointed  under  an  Act  of  the  Legislature,  and  numberless  schemes  were  formed  to  supply 
San  Francisco  with  water — the  Blue  Lake  scheme,  the  Clear  Lake  scheme,  three  San  Joa- 
quin River  schemes,  the  El  Dorado  scheme,  the  Feather  River  scheme,  the  Puta  Creek 
scheme,  and  the  Lake  Tahoe.  They  provoked  considerable  excitement  and  fears  were  en- 
tertained that  an  expensive  scheme  might  be  introduced  which  would  involve  the  city  in 
great  debt,  and  would  materially  diminish  th^  value  oi  the  property  of  the  Sp  ing  Valley 
Water  Works.  Then  the  new  Constitution,  which  took  the  power  of  fixing  the  rates  out  of 
the  hands  of  the  board  of  arbitration  provided  by  the  old  law  and  vested  the  power  in  the 
Supervisors,  the  representatives  of  the  consumers.  All  these  events  have  necessarily  had 
a  very  depressing  effect  upon  the  stock,  and  have  caused  timid  stockholders  to  throw  their 
stock  in  the  market  and  thus  reduce  the  market  value,  but  the  majority  of  the  stockholders 
retain  their  sjock,  regarding  it  worth  what  they  paid  for  it,  namely  from  $100  to  $120.  In 
London,  taking  the  market  value  of  the  stock  would  be  a  just  rule  to  adopt  for  the  con- 
demnation of  the  property  of  the  water  companies  there,  and  why  ?  Because  the  compa- 
nies were  guaranteed  by  their  charters  ten  per  cent,  upon  the  cost  of  the  works.  There 
the  prevailing  rate  of  interest  is  from  2%  to  4  per  cent.,  and  stock  that  paid  ten  per  cent, 
would  quadruple  in  value.  There  was  no  uncertainty  there  with  regard  to  dividends;  no 
fear  of  undue  regulation  of  rates  or  of  oppression  on  the  part  of  the  public.  The  result 
1s  that  those  stocks  stand  way  above  par.  Some  of  them  I  understand  at  many  times 
par.  In  determining,  then,  the  value — when  it  became  advisable  to  condemn  the  property 
of  the  different  water  companies—  Parliam"nt  determined  to  be  liberal,  and  the  most  lib- 
eral way  of  condemning  property  was  not  to  take  the  cost  of  the  works,  but  to  take  the  val. 
*  ue  in  the  market  of  the  stock;  that  rule  would  not  operate  justly  here,  for. the  action  of 
the  city  and  of  the  public  has  tended  to  alarm  the  stockholders  and  depress  the  market 
value.  The  gentlemen  who  first  projected  this  enterprise,  risked  their  money  upon  the 
growth  of  this  city,  and  they  deserve  a  reward  for  the  foresight  that  enabled  them  to  see 
that  a  city  of  300,000  inhabitants  would  spring  up  on  this  peninsula,  and  the  energy 
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and  ability  which  met  the  wants  of  the  growing  city.  If,  as  the  President  of  the  company 
said  m  his  address  the  other  day,  the  city  had  come  to  a  standstill,  as  it  was  feared  it  would 
do  in  the  Frazer  River  excitement,  they  would  have  lost  their  investment.  By  the  very 
charter  by  which  they  were  incorporated,  they  were  guaranteed  20  per  cent,  on  their  invest- 
ment ;  without  this  guarantee  they  would  not  have  entered  upon  the  work.  Without  reg. 
ulation  the  company  would  have  no  trouble  in  securing  an  ample  revenue.  The  question 
presents  itself,  then,  are  you  going  to  regulate  the  income  of  the  company  and  thus  depress 
its  stock,  and  then  take  the  regulation  itself  as  a  factor  in  the  determination  of  the  value  of 
the  works?  If  you  take  the  market  value  to-day — $8S — and  reduce  the  interest  on  the  stock 
to  6  per  cent,  it  would  make  the  stock  fall  in  the  market  to  $40  or  $50  per  share.  This  will 
be  the  effect  partly  of  the  reduction  of  interest,  and  partly  of  the  fear  that  the  action  to-day 
is  simply  a  premonition  of  the  action  to-morrow,  and  that  if  a  reduction  of  two  per  cent,  is 
made  this  year,  that  nex"t  year  there  will  be  a  reduction  of  two  per  cent.  more.  If  the  value 
of  the  stock  in  the  market  is  to  determine  the  value  of  the  property,  and  you  reduce  the 
dividends  two  per  cent.,  it  will  fall,  as  I  say,  to  $45  or  $50  per  share.  Next  year  the  Board 
of  Supervisors  will  consider  the  matter,  and  they  will  again  determine  the  value  of  the 
property  by  ascertaining  what  the  company's  stock  is  worth  in  the  market,  that  is,  545  or 
$50  a  share,  and  they  will  allow  perhaps  five  per  cent,  on  that.  The  following  year 
the  value  of  the  stock  being  still  further  reduced  by  this  regulation,  the  Board  will  again 
determine  the  value  of  the  works  by  the  market  value  of  the  stock.  The  stock  will  be 
worth  perhaps  i30  a  share.  In  five  or  six  years  the  city  will  thus  have  the  property 
for  nothing.  The  only  way  to  determine  the  real  value  of  this  property  is  to  ascer- 
tain what  it  would  cost  to  bring  an  equal  amount  of  water  from  some  other  source  of 
supply  into  San  Francisco,  and  it  has  been  shown  upon  investigation  that  it  would  cost 
from  twenty-five  to  forty  millions.  Of  course  the  company  does  not  expect  you  to  increase 
the  rates  so  as  to  give  it  a  fair  interest  upon  a  just  valuation  of  its  works;  it  only  claims 
that  you  should  not  redu  :e  them  until  the  income  reaches  beyond  the  limit  of  a  fair  rate 
upon  a  just  valuation.  Yet  the  absurd  theory  is  advanced  that  you  are  to  reduce  the  in- 
come of  the  company,  and  keep  reducing  it,  and  reducing  the  value  of  its  stock  in  the 
market,  and  that  you  are  to  take  such  reduced  valuation  as  the  measure  of  the  value. 

Mr.  Dougherty  thoght  the  reduction  of  interest  did  not  depreciate  the  value  of  the  stock 
but  believed  it  had  a  contrary  effect. 

Mr.  Newlauds,  in  reply,  cited  the  time  when  the  .nterest  on  Spring  Valley  Stock  was  nine 
per  cent. ;  two  years  ago,  it  was  reduced  by  the  Water  Commissioner  from  9  to  8.  Before 
the  reduction  the  stock  was  quoted  at  about  par;  since  then  it  has  not  been  above  92,  and 
has  fallen  as  low  as  83. 

Chief  Engineer  S-  annell,  in  response  to  a  question  by  Mr.  Schussler,  said  he  considered 
we  had  a  better  water  pressure  here  than  in  any  Eastern  city  he  had  visited.  Continuing 
he  said:  "You  could  place  a  water-gauge  upon  each  hydrant  and  ascertain  how  much 
water  passed  through.  A  record  is  kept  of  every  fire,  and  the  number  of  hours  each  com- 
pany is  detained  there.  We  have  now  in  the  Fire  Department  in  this  city  1299  hydrants, 
set  up  for  fire  purposes. 

• 

OPINION  OF  THE  CITY  AND  COUNTY  ATTORNEY. 

Office  of  the  Attorney  and  Counsellor  for  the  City  and  County  of  San  Francisco. 

San  Fkancisco,  Feb.  27,  1880. 

To  the  Honorable  Board  of  Supervisors  of  the  City  and  County  of  San  Francisco: 

Gentlemen— I  have  respectfully  to  acknowledge  the  receipt  of  the  following  resolution 
of  j  our  Board,  to  wit: 

Resolution  No.  14514,  (New  Series) . 
Resolved,  That  the  City  and  County  Attorney  be  and  is  hereby  respectfully  requested  to 
rend'  r  his  opinion  as  to  the  liability  of  the  city  under  the  New  Constitution,  to  pay  for  the 
use  of  water  for  municipal  purposes.  Also  as  to  whether  in  the  event  of  an  agreement  on 
the  part  of  the  city  to  pay  for  water  in  the  future,  such  action  will  render  her  liable  for 
bills  heretofore  incurred,  and  to  render  such  opinion  before  next  Friday  evening,  and  in 
nply  theret-i  to  state: 
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First— That  in  the  opinion  of  this  office,  this  City  and  County  is  liable  under  the  "New" 
Constitution,  to  pay  for  the  use  of  water  furnished  by  any  individual,  company  or  corpora- 
tion, for  all  municipal  purposes.  ******** 

Second — That  in  the  opinion  of  this  office,  the  Ordinances  and  Resolutions  of  the 
Board  of  Supervisors  of  this  City  and  County,  fixing  the  rates  or  compensation,  for  the  use 
of  water,  supplied  to  the  City  and  County  by  any  person,  company  or  corporation,  under 
the  provisions  of  said  Section  1  of  Article  XIV  of  the  the  "New"  Constitution,  does  not 
take  effect  until  the  first  day  of  July,  1880;  and  that  such  Ordinances  and  Resolutions,  in  my 
opinion,  could  not,  under  the  law,  so  operate  as  to  create  and  fix  a  liability,  on  the  par. 
of  this  City  and  County,  for  any  bills  for  water,  that  may  have  been  incurred  prior  to  that 
time. 

JOHN  LUTTRELL  MURPHY, 
Attorney  and  Counsellor  for  the  City  and  County  of  San  Francisco. 

THE  MANDATE  OF  THE  LAW. 

Mr.  Newlands  said  he  had  learned  that  the  Board  had  determined  to  take  final  action 
,0n  the  water  question  at  a  meeting  this  evening.  He  asked  that  before  such  action  should 
loe  taken  the  Company  be  allowed  to  fully  present  to  the  Board  every  fact  which  it  con- 
sidered important  for  the  ascertainment  of  a  just  valuation.  This  Board,  he  said,  is  acting 
judicially  in  this  matter:  its  judgment  will  determine  the  income  of  the  Company  for  the 
next  year.  You  are  acting  as  judges  in  your  own  case,  and  every  opportunity  should  be 
given  to  the  Company  of  presenting  the  facts. 

Mr.  Stetson  said  it  was  plain  to  his  mind  that  under  the  language  of  the  new  Constitu- 
tion the  ordinance  to  fix  rates  must  be  passed  in  February,  while  Mr.  Newlands  contended 
that  any  time  before  July  would  be  a  substantial  compliance  with  the  law. 

Mr.  Baggett,  Assistant  City  and  County  Attorney,  concurred  with  Mr.  Stetson.  In  reply 
to  inquiries  from  Supervisor  Taylor,  Mr.  Baggett  said  he  believed  that  under  the  Consti- 
tution the  Board  did  not  need  any  enabling  power  from  the  Legislature  before  it  could  fix 
water  rates;  and  also,  that  it  was  vested  with  the  power  to  charge  the  municipality  for 
water  supplied  to  it. 

And  here  the  Committee  went  into  executive  session. 


March,  11th,  1880. 

Peesent— Messes.  Bayly,  Litchfield,  Doane,  Eastman,  Tokeey,   Taylor.  Messes. 
Howaed,  Newlands,  Schussler,  and  Baenes,  on  behalf  of  the  Company. 

Mr.  Newlands  stated  that  the  four  proposed  ordinances  had  been  submitted  to  the  book- 
keepers of  the  Company,  with  instructions  to  report  as  to  the  effect  each  would  have  upon 
"the  Company's  present  revenue.  The  income  for  January,  1880  (107,630),  had  been  taken 
as  a  basis  o£  computation.  The  average  income  was  about  $104,000  monthly.  Mr.  New- 
jands  read  the  statements  prepared  by  the  bookkeeper,  setting  out  that  Mr.  Torrey's 
resolution  would  reduce  the  annual  income  $31,188  per  month,  or  $374,256  annually.  Mr. 
Bayly's  resolution  would  reduce  the  revenue,  monthly,  $4,691,  or  $59,532  annually.  Mr. 
Stetson's  order  would  decrease  the  revenue  $31,463  monthly,  or  $270,000  annually.  Mr. 
Litchfield's  order  would  reduce  the  revenue  $50,229  monthly,  or  about  $600,000  per  annum- 
Mr.  T  >rrey  stated  that  his  figures  did  not  comprise  the  $150,000  which  it  was  estimated 
the  city  would  pay. 

Mr.  Whittaker,  the  head  book-ke5per  of  the  water  company,  and  Mr.  Herrick,  the  regis- 
trar of  the  company,  stated  that  the  computations  wera  as  near  a  mathematical  certainty 
as  could  be  reached ;  they  did  not  think  their  figures  would  vary  one-quarter  of  one  per 
cent,  from  absolute  accuracy.    The  amount  had  been  computed  in  many  ways,  and  each 
ave  a  like  result. 

Mr.  Newlands  here  explained  that  the  tariff  of  rates  fixed  by  the  Commissioners  in  1873 
only  covered  family  uses,  the  law  then  being  that  under  the  statute  the  Commissioners 
Could  only  regulate  the  rates  for  family  uses.    The  new  Constitution  seems  to  provide  that 
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rates  should  be  fixed  for  everything;  and  if  so,  it  will  be  necessary  to  add  to  the  tariff  of 
rates  a  tariff  for  stores,  offices,  warehouses,  photograph  galleries,  etc.  Some  of  the  orders 
would  leave  barely  enough  to  pay  the  operating  expenses  and  interest  on  the  indebt- 
edness. 

Mr.  Baily  inquired  if  fixing  the  rates  for  other  than  family  purposes  would  not  increase 
the  revenue  of  the  Company. 

Mr.  Newlands— Not  at  all.  The  Company  has  been  deriving  a  revenue  from  these  sources 
and  fixing  the  rates  itself.  The  statute  of  1858,  under  which  the  Company  is  incorporated, 
provided  that  the  Company  should  furnish  water  for  family  uses  at  reasonable  rates,  pro- 
viding  these  rates  should  be  fixed  by  the  Commissioners.  The  Commissioners  fixed  only 
the  family  rates,  leaving  the  Company  itself  to  fix  the  rates  for  water  used  for  other  pur- 
poses.  The  Company  has  been  deriving  an  increase  from  the  rates  fixed  by  the  Commis 
sioners,  and  also  a  revenue  from  the  rates  fixed  by  itself  for  other  purposes.  It  will  be 
necessary  for  the  Board  to  fix  on  rates  for  these  purposes  other  than  for  family  uses. 

IT  DOES  NOT  INCREASE  THE  REVENUE 

of  the  Company.  Mr.  Newlands  here  presented  a  schedule  for  the  consideration  of  the 
Board.  He  said  that  the  tariff  was  not  strict,  but  left  a  great  deal  to  discretion.  It  would 
be  impossible  for  the  Board  to  fix,  arbitrarily,  the  amount  that  is  to  be  paid  for  every  store 
*n  San  Francisco. 

Mr.  Torrey  suggested  that  the  rate  be  established  by  the  area  of  ground  covered  by  the 
building. 

Mr.  Schussler  did  not  believe  that  could  be  enforced. 

Mr.  Torrey  was  in  favor  of  the  attachment  of  meters,  but  Mr.  Schussler  pungently  en- 
quired, who  is  to  pay  for  them? 

WOULD  THE  CITY  PAY  THE  INTEREST 

on  the  money  if  they  were  provided  by  the  Company  ?  It  would  cost  over  $300,000  to  meter 
the  city. 

Mr.  Herrick,  in  reply  to  a  question,  stated  that  the  highest  rate  paid  where  there  is  no 
meter  was  $40  to  $50;  about  17,165  at  $5,  and  under  1800  or  1900,  over  $5. 

Supervisor  Bayly  (to  Mr.  Howard) — What  value  do  you  place  upon  the  property  ? 

Mr.  Howard— That  depends.  If  you  were  to  ask  me  what  it  costs,  I  should  not  have  any 
hesitation  in  saying  that  it  has  cost  a  good  deal  more  than  we  have  ever  asked  for  it, 

Mr.  Newlands — We  claim  that  the  only  way  of  determining  the  value  of  the  property  is 
by  ascertaining  what  it  would  cost  to  bring  an  equal  amount  of  water  into  the  city  from 
some  other  source,  which  would  be  at  a  low  estimate  $20,000,000. 

Mr.  Bayly — Mr.  Howard,  what  would  the  Company  be  willing  to  sell  its  works  for? 

Mr.  Howard— We  will  give  an  answer  to  that  question:  $14,500,000  with  Calaveras,  $13,. 
500,000  without  it.   We  think  that  a  very  low  valuation. 

Mr.  Eastman  stated  that  Mayor  Bryant  told  hi  u  that  an  offer  was  made  to  him  by  Messrs. 
D.  O.  Mills  and  Lloyd  Tevis  for  $11,700,000. 

Mr.  Howard — They  were  not  authorized  by  the  Company  to 1  make  any  such  offer.  Mr 
Bryant  has  also  made  the  statement  that  the  city  made  an  offer  to  the  Spring  Valley  Com 
pany;  the  Spring  Valley  Company  has  never  received  an  offer  from  the  city  of  any  kind. 

Mr.  Bayly — Mr.  Schussler  said  that  a  good  deal  of  work  has  been  done  since  the  debt  of 
the  Company  has  increased.  You  think  that  is  the  lowest  possible  figure  that  the  Company 
would  take  under  any  circumstances  ? 

Mr.  Howard — Yes,  sir. 

Mr.  Newlands  pointed  out  to  the  Committee  the 

■ 

DEPRESSION  OF  THE  STOCK 

which  he  considered  would  ensue  should  the  present  ordinances  be  adopted  without 
amendment. 

Mr.  Schussler  stated  that  they  would  bar  all  improvements  and  stop  the  works  at  present 
progressing.   He  drew  attention  to  the  Crystal  Springs'  reservoir,  and  urged  the  necessity 


48 


of  bringing  its  waters  into  town,  which  would  cost  about  $1,000,000.'  The  lake  was  full 
and  running  to  waste,  and  if  we  should  have  another  dry  Winter  the  same  as  '62-3,  and  '64, 
the  following  year  the  city  will  be  without  water,  notwithstanding  this  immense  lake  21 
miles  away.   We  cannot  use  it,  and  then  it  will  be  too  late  to  bring  the  water  here. 

On  ,that  point,  said  Mr.  Schussler,  and  I  want  to  be  put  on  record.  I  speak  now  not 
as  the  engineer  of  the  Spring  Valley  Company,  but  as  a  citizen  and  tax-payer." 

Mr.  Newlands  explained  that  the  revenue  of  the  company  is  already  diminished  to 
$1,250,000.  The  income  of  the  company  to-day  was  barely  sufficient  to  pay  a  dividend  to 
jts  stockholders  and  interest  and  running  expenses.  The  company  ought  to  have  a  sinking 
fund  to  meet  its  indebtedness,  and  ought  to  have  a  contingent  fund  to  meet  any  emergency. 

Mr.  Taylor  thought  the  contingent  fund  should  come  out  of  the  profits. 

Mr.  Newlands  said  that  it  should  come  from  the  gross  income. 

Mr.  Schussler,  to  show  how  much  in  earnest  the  company  was  to  have  their  revenue 
and  property  reasonably  adjusted,  said  he  was  satisfied  that  Mr.  Howard  and  Mr.  Sharon, 
and  the  principal  stockholders,  were  willing  to  let  this  Board  step  into  the  Board  of  Direc- 
tors as  a  part  of  it,  to  handle  the  whole  business. 

Mr.  Howard  and  Mr.  Newlands  said  the  water  company  would  be  willing  to  let  the 
Supervisors  have  a  representation. 

Mr.  Taylor  raised  the  vital  point  as  to  whether  the  Board  of  Supervisors  had  the  right 
to  determine  the  rates  to  be  paid  by  the  city,  without  any  authorization  from  the  Legisla- 
ture, under  the  new  Constitution.   He  called  for  an  opinion  from 

GENEKAL  BAKNES, 

who  replied  at  length.  He  said  he  had  been  educated  to  the  idea  that  the  Constitution  of 
every  State,  and  of  the  United  States,  was  a  declaration  of  general  principles,  and  tha^. 
legislation  was  needed  to  give  them  force.  It  has  been  a  general  rule  of  judicial  construe 
tion  under  every  existing  republican  government  known  to  mankind,  up  to  the  adoption 
of  the  Constitution  of  California.no  Constitution  was  self-executing;  that  it  needed  the 
voice  of  the  people  expressed  through  the  legislative  department,  to  put  in  operation  the 
principles  laid  down  in  the  Constitution.  The  Court  of  California  seemed  disposed  to 
say  that  our  Constitution  is  self-executing,  and  had  laid  down  the  principle  in  a  recent 
case — People  vs.  Colby.   His  own  judgment  was  that  the 

CONSTITUTION  WAS  NOT  SELF-EXECUTING. 

either  as  to  the  powers  conferred  on  the  Board  of  Supervisors,  or  in  any  other  res  ect, 
That  principle  would  be  severely  tested  in  relation  to  the  action  of  the  Election  Commis- 
sioners, who  had  called  a  special  legislation.  His  opinion  was  that  they  could  not  do  it; 
yet,  according  to  the  views  that  had  been  thrown  out,  they  could  do  so.  He  thought  it 
would  be  decided  adversely  to  their  power,  if  any  citizen  in  San  Francisco  had  pluck 
enough  to  test  the  question.  He  believed  that  the  Supervisors  needed  an  enabling  act  to 
fix  on  any  sum  which  the  city  can  be  compelled  to  pay  for  water;  it  was  very  questionable 
whether  the  Board  had  such  power  without  enabling  legislation.  He  thought  such  rate 
was  in  the  nature  of  a  tax,  and  required  legislative  aid  to  authorize  the  Supervisors  to 
proceed.  The  difficulty  about  water  legislation  was,  that  it  was  supposed  to  be  dictated 
by  Spring  Valley.  In  Sacramento— where  no  one  drank  water  — if  the  subject  was  men- 
tioned, there  was  a  general  whoop  and  ringing  chorus  against  Spring  Valley.  Yet  no  sensi- 
ble man  in  San  Francisco  believed  that  the  city  ought  not  to  pay  for  what  it  gets,  and  does 
not  own.  He  thought  that  the  Supervisors  ought,  by  resolution,  to  ask  the  delegation  from 
this  city  to  pass  an  enabling  act.  No  ordinance  ought  tjo  be  so  framed  as  to  destroy  prop- 
erty.  There  was  enough  of  the  spirit  of  communism  and  destruction  abroad  in  this  part 
of  the  country  without  its  getting  into  the  Board  of  Supervisors.  He  regarded  Mr.  Litch- 
field's order  as  mischievous.  It  would  cut  the  water  company  off  at  the  knees,  by  reducing 
its  income  just  one-half.  The  spirit  of  agrnrianism  was  disturbing  the  con&titutionai 
rights  of  life,  liberty  and  property.  It  would  be  a  great  misfortune  to  the  city,  to  adopt  a 
course  which  would  materially  injure  the  market  value  of  the  water  stock. 
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In  reply  to  Mr.  Taylor,  General  Barnes  said  that  an  act  authorizing  the  board  to  "  fur- 
nish water  and  pay  for  the  same  "  would  be  sufficient.  It  ought  to  be  an  act  setting  the 
machinery  in  motion,  with  a  special  clause  giving  power  t  i  fix  rates  for  the  municipality. 
He  warned  the  committee  that  injudicious  action  on  the  part  of  the  Board  could  be  revised 
in  the  courts.  A  moderate  and  conservative  course  should  be  followed.  The  company 
should  be  fairly  treated  and  its  property  justly  estimated,  without  any  desire  to  arbitrarily 
cut  off  its  life  by  reducing  its  income  to  an  inadequate  sum.  Justice  should  animate  the 
conduct  of  the  Board,  and  they  should  shield  themselves  against  the  agrarianism  so  rife  in 
the  city  and  so  annihilating  to  its  worth,  credit  and  prosperity.  Popularity  should  not  be 
sought  by  temporary  demagogism,  for  its  end  would  only  consummate  the  ruin  of  the 
author  and  not  the  intended  victim.  Their  action  would  be  watched  outside  of  their  nar 
row  jurisdiction,  and  he  would  not  have  it  occi  r  that  any  action  of  this  Board  should  aug- 
ment the  misfortune  now  upon  this  city,  to  be  probably  aggravated  by  idle  malcontentg 
and  communistic  agitation.  In  such  a  conjuncture,  the  just  estimate  of  property  should 
be  upheld. 

The  Committee  adjourned  to  meet  to-morrow  afternoon  at  2:30  o'clock. 


YIEWS    OF    CLAUS    SPRECKLES,     EX- GOVERNOR    LOW,  CHAELES 
MAYNE   AND    JOHN   PERRY,  JE. 

Present  —  Supervisors  Bayly,  Litchfield,  Doane,  Eastman,  Taylor  and  Torrey 
Messrs.  Howard,  Schtjssler,  Newlands  and  Barnes  for  the  Company. 

Mabch  12th,  1880. 

The  Chairman  stated  that  the  Committee  deemed  it  advisable  to  hear  expressions  of 
opinion  upon  the  subject  of  their  investigation  from  prominent  and  well  informed  citizens, 
and  to  that  end  several  gentlemen  had  been  invited  to  present  their  views  at  the  present 
meeting. 

Mr.  Claus  Spreckles,  being  solicited  to  address  the  Committe,  replied  that  he  had  jus^ 
returned  from  the  East,  and  was  not  familiar  with  the  exact  status  of  the  question.  He 
never  owned  a  share  of  Spring  Valley  stock,  nor  did  he  utilize  the  company's  water,  and 
h'ad  no  occasion  to  familiarize  himself  with  its  affairs. 

Mr.  Xewlands  stated  that  the  yearly  income  of  the  company  was  $1,250,000;  the  operat- 
ing expenses,  $300,000;  dividend  to  stockholders,  8  per  cent,  on  $8,000,000  ($640,000) ,  and 
$287,000  paid  as  interest  on  an  indebtedness  of  $4,000,000 ;  and  asked  Mr.  Spreckels  wha^ 
would  be 

A  REASONABLE  RATE  OF  INTEREST 

on  a  fair  valuation  of  the  works,  confining  the  income  to  operating  expenses  and  the  ex- 
pense of  repairs,  breakage,  etc. 

Mr.  Sprecles  said  he  thought  that  12  per  cent,  would  be  a  fair  percentage  on  the  invest- 
ment, and  provide  for  operating  expenses  aud  a  contingent  fund.  He  would  not  invest  a 
dollar  in  an  enterprise  of  that  kind,  except  he  received  12  per  cent.,  which  would  be  a  low 
interest,  considering  the  hazard  incidental  to  the  business. 

Mr.  Eastman  inquired  if  he  would  consider  it  hazardous  where  by  fixing  a  determined 
rate  the  company's  income  was  guaranteed. 

Mr.  Newlands  said  it  could  not  be  considered  a  guarantee  where  the  rates  were  subject 
to  change  every  year. 

General  Barnes  also  opposejf  the  expression  "  guarantee."  The  fixing  of  rates,  to  go 
into  effect  July  1st  next,  was  no  guarantee.  Who  could  tell  what  might  happen  during  the 
year  following?  How  many  paying  consumers  would  there  be?  What  would  be  the  hazard 
that  year  as  compared  with  last  year? 

Mr.  Newlands  said  that  in  one  year  the  Company  was  compelled  to  expend  over  $500,- 
000  to  meet  an  emergency  by  reason  of  the  dry  season.  The  fixing  of  rates  is  no 
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guarantee  of  income;  the  company  takes  the  risk  of  breaks  in  the  dams  and  pipes,  fire* 
sweeping  away  a  portion  of  the  city,  and  thus  diminishing  its  income.  Competition  by  ar- 
tesian wells,  or  by  a  rival  water  scheme,  competition  even  by  the  city  itself,  as  was  threat- 
ened several  years  ago,  and  recently,  also,  when  the  Lake  Merced  scheme  was  being  pushed. 
These  are  risks  which  the  Company  takes  and  which  it  cannot  insure  against,  and  concern- 
ing which  the  city  gives  no  guarantee.  All  the  city  does  is  to  limit  the  income  which  the 
company  is  to  receive,  it  does  not  guarantee  it. 

Mr.  Spreckles— Inasmuch  as  it  is  now  in  the  power  of  the  Supervisors  to  regulate  the 
rates  every  year,  and  in  view  of  the  ri6ks  dependent  on  emergencies  unknown  and  un- 
guessed,  and  natural  wear  and  waste,  I  consider  this  water  business  a  hazardous  one.  I  d° 
not  think  that,  from  the  nature  of  the  organization  and  the  po.ver  of  the  law  over  it,  as 
obtained  from  the  new  Constitution,  it  has  any  guarantee  in  its  revenue.  I  do  not  think 
that  the  Company's  income 

CAN  BE  SAFELY  DIMINISHED. 

A  serious  accident  happening  might  reduce  the  interest  from  12  to  6  per  cent. 

Mr.  Eastman  asked  Mr.  Newlands  if  he  deemed  the  business  more  hazardous  than  be 
fore  the  new  Constitution  was  adopted? 

Mr.  Newlands — Yes,  I  do.  However,  I  regard  the  business  as  an  extremely  hazardous 
one  prior  to  the  adoption  of  the  new  organic  law  and  regardless  of  it.  Consider,  if  you 
please,  the  situation  of  this  city  upon  this  peninsula,  the  fickle  nature  of  our  climate,  often 
seven  or  eight  months  of  dry  season  in  the  year,— the  need  of  artificial  lakes,  constructed 
at  a  great  expense;  dams  to  be  made;  the  chance  of  a  dam  giving  way,  anl,  further,  the 
probability  of  competition  from  other  associations,  and,  not  the  least,  the  city  it6elf,  and 
the  vicissitudes  of  hostile  legislation.  Reflection  on  such,  not  unlikely  occurrences,  and 
the  hazard  and  risk  of  the  business  are  patent  and  undeniable,  and  I  think  that  if  to-day 
capitalists  were  asked  to  go  into  this  investment,  with  a  view  to  supplying  this  city  with 
water,  they  would  not  be  content  with  even  twelve  per  cent,  on  the  money  invested. 

Mr.  Howard  stated  that  the  charter  obtained  from  the  Legislature  allowed  20  per  cent. 

Mr.  Newlands  said  that  in  London,  where  the  prevailing  rate  of  interest  is  2  J$  to  5  per 
cent.,  the  companies  are  allowed  10  per  cent.,  in  view  of  the  hazard  incident  to  the  enter- 
prise. 

Mr.  Eattman  asked  Mr.  Howard  if  he  valued  the  property  at  the  same  figure  now  as 
before  the  adoption  of  the  Constitution. 

Mr.  Howard  said  he  did;  it  had  not  hurt  the  value  of  the  property,  but  only  augmented 
the  hazard  of  the  business. 

Mr.  Spreckels  said  that  the  water  he  obtained  from  his  artesian  wells  was  not  adequate 
protection  against  fire.    He  believed  that 

THE  CITY  SHOULD  PAY  A  PORTION 
of  the  water-tax  for  the  protection  of  property  against  fires.   Although  he  did  not  use 
Spring  Valley  water,  and  had  his  refinery  well  protected  with  his  own  water,  6till  he  would 
be  willing  to  pay  his  pro  rata  of  the  tax  for  keeping  water  in  the  city  for  fire  purposes,  or 
watering  parks  and  flushing  sewers. 

Mr.  Schussler  called  attention  to  the  foresight  of  the  company  in  purchasing  the  Cala- 
veras property.  If  they  had  not  bought  it,  they  could  not  touch  it  for  $3,000,000  where  they 
paid  only  $1,000,000  before.  He  said  the  opening  up  of  the  Western  Addition  and  a  large 
area  on  the  higher  portions  of  the  city  would  soon  require  additional  supply  for  those 
parts.  The  only  water  at  present  available  for  the  upper  parts  of  the  city  outside  of  Lobo8 
Creek  was  Pillarcitos  water-works,  supplying  4,000,000  gallons  daily,  and  could  never  in- 
crease at  its  elevation;  while  the  Calaveras  was  high  enough  to  supplement  the  Pillarcitos. 
Calaveras  was,  therefore,  of  vital  importance,  and  it  ha^been  favorably  viewed  by  Colonel 
Mendell.  The  location  of  the  dam  was  so  excessively  gcod  that  the  valley  at  the  bottom 
is  only  about  50  feet  in  width,  and  admits  of  a  lake  coutaining  something  like  30,000,000,000 
gallons,  by  building  a  dam  of  120  feet  in  height,  more  or  less. 

In  reply  to  Mr.  Torrey,  Mr.  Spreckels  said  he  would  prefer  four  per  cent.  Government 
bonds  to  Spring  Valley  stock  at  eight  per  cent. 

John  Perry,  Jr.,  a  dealer  in  bonds  and  securities,  made  a  statement  as  to  the 


FLUCTUATIONS  IN  SPRING  VALLEY  STOCK,^/^ 

which  he  has  bought  and^sold  since  its  organization.  He  gave  the  following  qrfjjftjion^ 
of  sales:  In  1875—90  to  93.  In  1876— August,  100 ;  December,  101.  February,  1877— 108, fto; 
April,  1877— 98,  94,  91;  balance  of  year,  91.  Jamiary,  1878—90;  August,  94;  October,  90. 
January,  1879—89;  May,  87;  July,  84,  83.  This  latter  depression  was  owing  to  the  adoption 
of  the  new  Constitution.  The  stock  had  always  been  held  as  an  investment  by  parties 
seeking  an  income  on  their  capital.  Very  little  has  changed  hands.  Seven -eighths  of  the 
stock  sold  passed  through  his  hands,  outside  of  Mr.  Sharon,  who  owned  a  controlling  in. 
terest.  Not  over  2,000  shares  changed  hands  last  year,  with  the  exception  of  an  outside 
1,000  held  on  speculation  by  a  city  bank.  After  the  political  excitement  the  stock  advanced 
to  85.  In  January  it  was  85,  and  in  February  89;  to-day  it  is  86.  Tlae  appointment  of 
Commissioners  in  1877  affected  the  stock,  and  when  the  Commissioners  reported  in  favor  of 
the  Blue  Lakes,  it  sold  at  83.  The  absence  of  power  to  construct  works,  however,  ended  the 
agitation  and  the  stock  went  up  to  90  and  to  95.  Hostile  legislation,  and  not  the  least  a 
hostile  Press,  have  forced  the  fluctuations  in  value.  The  reduction  of  interest,  particu. 
larly  if  it  is  not  a  settled  and  undisturbable  rate,  will  hurt  the  stock.  When  the  company 
reduced  its  income  from  9  to  8,  it  caused  great  complaint.  The  interest  should  not  be  re- 
duced because  of  the  contingency  depending  upon  the  revenue.  The  overflowing  of  a  res- 
ervoir would  subject  the  company  not  only  to  the  loss  for  repair,  but  for  damages  occa- 
sioned to  adjoining  land.  The  company  should  have  a  good  fair  rate  of  interest,  not  less 
than  10  per  cent.,  and  probably  12,  when  you  bear  in  mind  the 

RISKS  AND  UNCERTAINTIES, 

Ana"  the  future  needs  of  the  city. 

Charles  Mayne  stated  that  in  1867  and  1868,  he  was  President  of  the  Spring  Valley  Water 
Works,  and  was  in  the  Board  almost  from  its  inception.  He  now  owned  a  considerable 
amount  of  stock,  averaging  him  $95  %  a  share.  The  par  value  of  the  shares  was  $500,  and 
cost,  after  payment  of  assessment,  about  $450.  Interest  was  then  3,  4  and  5  per  cent.  En- 
sign got  the  charter  from  the  Legislature,  allowing  20  per  cent.  We  put  our  money  in  the 
water  scheme,  in  the  belief  It  would  draw  that  interest.  We  do  not  get  even  8  per  cent., 
and  if  it  keeps  on,  we  won't  get  anything.  Mr.  Mayne  claimed  that  the  city  had  been  built 
by  the  Spring  Valley  Company.  As  there  is  no  running  stream  in  the  neighborhood,  the 
water  had  to  be  collected — in  fact,  made — and  that  cost  a  great  deal  of  money,  attention 
and  trouble.  In  1867-68,  while  President,  I  bought  some  fifty- vara  lots  in  connection  with 
one  of  our  reservoirs,  in  order  to  prevent  people  from  coming  to  us  for  damages.  I  bought 
them  for  $1,500  apiece.  I  am  now  told  they  are  worth  $20,000  apiece,  yet  they  stand  on  the 
books  at  $1,500.  So  with  all  the  property  that  the  Spring  Valley  has.  The  Market  Street 
property,  worth  $500,000,  stands  on  the  books  of  the  company  at  a  nominal  price.  I  also 
bought  a  quantity  of  land  on  San  Andreas  Creek,  to  protect  the  property  of  the  company 
and  to  hold  the  water  in  check.    In  that  way  we  have  created  the  water. 

Nobody  thinks  now  where  it  comes  from  or  what  it  has  cost  to  produce  it  and  bring  it 
here.  It  is  not  the  water  that  costs;  it  is  the  ways  and  means  to  bring  it  here.  The  water- 
works, without  taking  into  consideration  any  increase  in  value,  are  worth  $14,000,000. 

EX-GOVERNOR  LOW'S  OPINION. 

Ex-Governor  Low,  upon  request,  presented  his  views.  He  said  it  was  almost  impossible 
$0  give  a  valuation  on  the  property.  In  former  times,  I  was  familiar  with  the  older  water- 
works, when  they  first  started,  but  latterly  I  have  not  been  familiar  with  their  expendi- 
tures. I  know  the  stock  has  fluctuated  from  par  to  about  80.  While  private  property,  ij 
jn  a  sense  is  quasi  public  property;  the  municipal  authorities,  by  authority  from  the  State, 
have  the  power  to  limit  and  fix  the  rates  of  your  income,  which  always  renders  such  prop- 
erty a  little  insecure,  sometimes  a  good  deal  uncertain,  and  I  would  not  be  willing  to  in_ 
vest  in  such  property  for  anything  like  a  rate  of  interest  that  I  would  in  bonds  when 
they  run  for  a  definite  time,  properly  secured  and  providing  for  an  interest  payable  an- 
nually.  In  other  words,  that  I  would  not  purchase  Spring  Valley  stock  unless  it  paid 
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A  VEEY  MUCH  LARGER  DIVIDEND 

Than  would  the  bonds  of  the  Company  secured  by  a  first  mortgage  upon  the  property  and 
running  for  a  definite  term — say,  twenty-five  years  at  a  fixed  rate  of  interest.  I  would 
prefer  the  bonds  at  5  rather  than  the  stock  at  8.  I  consider,  too,  that  the  property  is 
liable  to  be  affected  by  contingencies  of  the  elements;  and  an  earthquake,  or  a  sweeping 
conflagration,  would  cut  off  a  large  portion  of  its  revenue  for  probably  some  time  after- 
ward. The  property  is  also  subject  to  the  uncertainties  of  legislation.  It  is  the  hazard 
of  the  business  which  renders  its  income  unstable,  and  I  would  prefer  well  secured  bonds 
running  for  25  years  at  6  per  cent.,  than  the  stock  at  9.  If  the  stock  is  worth  85,  paying 
8  per  cent.,  and  >ou  reduce  the  rates  so  that  it  will  only  pay  4,  you  reduce  the  value  of 
the  stock  one-half,  or  make  it  42% ;  for  the  reason  that  people  would  believe  that  succeeding 
Boards  would  put  the  rates  back  so  as  to  yield  a  fair  interest  on  the  investment,  and  they 
would  discount  the  future,  probably,  in  the  selling  price  of  the  stock;  but  for  that  consider" 
ation  it  would  reduce  it  about  the  same  pro  rata;  as  you  reduce  the  income  you  reduce  the 
value  of  the  stock. 

General  Barnes — What  do  you  think  would  be  the  effect  abroad  upon  the  investment  of 
capital  here,  if  it  were  known  that  the  governing  body  in  this  community  had  reduced  the 
income  of  the  Company,  so  that  those  who  had  invested  in  it  should  receive  one-half  or 
two-thirds  of  what  they  had  been  accustomed  to  receive? 

Governor  Low — Well,  it  would  probably  destroy  what  little  confidence  there  is  left.  It 
has  always  been  my  impression,  gathered  from  reading  and  actual  knowledge,  that  the 
bringing  of  water  into  cities,  and  having  it  run  through  the  streets  in  pipes,  for  the  extin- 
guishment of  fires,  thereby 

#» 

REDUCES  THE  RATE  OF  INSURANCE 

Upon  property,  and  the  city  should  pay  for  the  water  that  it  uses  a  fair  proportion,  and 
levy  it  as  a  tax  upon  the  property,  making  it  bear  a  part  of  the  burthen  for  the  protection 
that  it  receives,  and  thus  lighten  the  burthen  upon  the  consumers  who  actually  consume 
water.  I  never  had  but  one  opinion  about  that,  and  I  think  that  is  the  settled  opinion  in 
all  parts  of  the  country,  even  in  cities  where  they  own  water- works.  I  think  as  a  rule  they 
assess  one-half  of  the  cost  of  the  water  where  the  city  owns  the  works  and  has  issued  bonds 
to  the  corporation,  and  endeavor  to  collect  the  other  half  from  the  consumers.  It  is  un. 
floubtedly  unjust  that  the  comparatively  small  number  of  inhabitants  of  a  city  who  con- 
sume water  should  pay  the  entire  cost  of  bringing  the  water  into  the  city  for  fire  and 
municipal  purposes;  that  that  load  should  be  saddled  upon  the  comparatively  few  con- 
sumers in  proportion  to  the  number  of  inhabitants  of  the  city.  In  estimating  a  future 
revenue,  regard  should  be  had  to  the  contingencies  to  which  the  property  is  subject. 

General  Barnes  asked  what  was  the  reason  that  four  per  cent,  bonds  were  worth  107%, 
and  the  stock  of  the  Spring  Valley  Company,  paying  eight  or  nine  per  cent.,  should  bring 
only  85. 

Mr.  Low  replied  that  in  the  case  of  the  Government  bond  the  security  is  ample  and  the 
bonds  are  free  from  taxation,  which  the  Spring  Valley  Stock  is  not.  But  beyond  and  above 
all  that,  is  the  stability.  Capital  is  timid;  you  may  call  it  cowardly;  it  runs  at  the  slightest 
provocation.  It  seeks  stability  more  than  it  does  a  large  rate  of  interest.  Each  session  of 
the  Legislature 

DISTURBS  THE  VALUE  OF  PROPERTY 

in  this  State,  and  thus  the  stock  is  subject  to  the  vicissitudes  of  legislation. 

If  the  city  Government  would  guarantee  five  per  cent,  for  20  or  30  years,  it  would  make 
^he  stock  a  better  investment  than  to  leave  it  in  an  unstable  condition  by  an  annual  fixing 
of  rates  with  the  power  to  change  them  yearly.  Were  the  city  to  do  this,  it  would  be  a 
greater  credit  to  it  in  the  market  world.  In  that  event  the  city  would  assume  all  the  risks 
and  hazards-  Should  the  city  establish  certain  rates,  it  would  be  no  guarantee  of  income 
to  the  company. 
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General  Barnes— In  other  words,  the  limit  placed  here  now  by  the  city  is  the  maximum, 
and  no  limit  to  the  minimum. 

Mr.  Bayly — What  proportion  do  you  think  the  city  ought  to  pay  of  the  total  amount 
the  company  receives? 

Gov.  Low — If  I  consulted  my  own  interests  as  a  water-consumer,  I  should  say  a  very 
large  proportion,  but  were  I  a  representative  of  the  City  Government  1  should  fix  it  at  one- 
half,  if  the  matter  was  to  be  adjusted  by  legisiation  ;  following  the  principle  that  obtains 
in  other  cities,  I  suppose  one-half  would  be  considered  a  fair  rate  for  the  property  to  pay 
for  its  protection.  But  were  you,  as  a  Board  of  Supervisors,  to  estimate  the  quantity  of 
water  consumed  by  the  city  in  public  buildings  and  extinguishing  fires,  as  compared  with 
the  quantity  used  by  the  manufactories,  it  would  not  amount  to  half,  if  you  come  to  meas- 
ure it,  but  the 

PROTECTION  IT  AFFORDS  TO  PROPERTY, 

And  the  gain  which  they  make  by  the  saving  in  the  cost  of  fire  insurance;  all  thes 
elements  must  enter  into  your  calculations. 

Mr.  Litchfield — Estimating  that  the  city  used  one-third,  should  the  city  pay  one-third 
—33%  per  cent.? 

Governor  Low— I  don't  see  why  the  city  should  not  be  placed  upon  the  same  footing  as 
myself  as  a  consumer.  The  elements  of  security,  of  the  gain,  by  the  reduction  of  fire  in- 
surance consequent  upon  the  introduction  of  water,  over  what  it  would  be  were  it  not  sup- 
plied with  water,  should  enter  into  your  estimate  in  arriving  at  a  fair  and  just  distribution 
of  the  burthen. 

Mr.  Schussler  explained  that  the  company  has  not  confined  its  efforts  to  the  supply  of 
water  for  domestic  purposes  alone.  Where  four-inch  pipe  would  be  ample,  eight-inch 
pipe  has  been  laid  for  fire  purposes,  and  the  company  had  laid  22,  18, 16  and  12,  simply  to 
keep  a  supply  of  water  in  case  of  fire.  The  cost  of  outlay  is  fully  one-half  more  than  what 
it  would  have  been  under  a  system  of  domestic  supply  alone.  Yet  the  company  has  never 
received  any  income  from  this  water  furnished  for  fire  purposes;  and,  in  addition,  large 
reservoirs  have  been  constructed  in  this  city— 60,000,000  gallons  are  kept  on  hand  day  and 
night,  so  as  to  have  an  adequate  amount  of  water  for  fire  purposes. 

The  committee  adjourned,  without  fixing  a  time  for  resuming  the  consideration  of  the 
water  problem. 


Yiews  of  John  F.  Pope,  Expert  Accountant,  and  Col. 
Geo.  H.  Mendell,  U.  S.  Engineer. 

Pbesent — Messes,  Bayly,  Eastman,  Doane,  Schottleb,  Whitney!  and  Litchfield. 
Messes.  Howaed  and  Newlands  on  behalf  of  the  Company. 

Apbil  2d,  1880. 

John  F.  Pope,  an  expert  accountant,  presented  to  the  Board  a  report,  giving  the  results 
of  his  examination  of  the  books  of  the  Spring  Valley  Water  Works.  This  report  is  to  be 
found  on  page  —  herein.  He  said  that  he  had  had  no  connection  whatever  with  the  com" 
pany,  and  was  called  in  and  the  books  were  turned  over  to  him  for  the  purpose  of  ascer- 
taining the  cost  of  the  works.  He  had  no  instructions  as  to  the  principles  which  should 
regulate  him  in  his  work  His  only  instruction  was  to  ascertain  the  cost.  He  employed 
his  own  assistants — two  competent  book-keepers — and  had  been  constantly  engaged  with 
them  more  than  two  months  in  the  undertaking.  He  regarded  Exhibit  C  as  the  correct 
statement  of  the  cost  of  the  works,  viz:  $  .   The  principles  upon  which  this  cost 

is  ascertained  are  correct,  and  are  such  as  would  regulate  any  business  man  in  estimating 
said  cost. 

Mr.  Pope,  on  being  questioned  by  the  ChairmSn,  stated  that  he  was  entirely  unhamper- 
ed in  his  work  by  instructions  from  any  one  as  to  the  mode  of  making  up  the  cost,  and  was 


54 


allowed  to  pursue  his  own  course  with  entire  freedom.  "  I  did  not  imagine,"  he  said, 
"  when  I  entered  into  this  work  the  great  magnitude  of  my  labors  or  the  exertions  made- 
by  the  company  itself.   I  did  not  understand  till  now 

THE  WISE  FORESIGHT  DISPLAYED 

By  its  projectors  in  the  construction  and  maintenance  of  works  to  meet  the  future  needs  of 
the  city,  and  how,  by  a  comparatively  small  expense,  an  unlimited  supply  of  water  has 
been  secured  for  the  city.  In  fact,  the  heavy  expense  has  been  incurred  in  laying  a  foun_ 
dation  for  the  future,  and  the  revenues  which  they  have  received  are  but  a  slight  compen- 
sation for  what  they  have  done.  I  state  this  in  all  sincerity,  as  the  result  of  my  labors,, 
which  have  been  done  dispassionately  and  uninfluenced  by  fear  or  favor.  I  discover  from 
my  investigation  that  the  profits  of  the  company  from  its  origin  have  been  absorbed 
in  the  improvement  and  extension  of  its  works,  calculating  on  an  increase  in  consum- 
ers which  the  fixture  has  verified;  and  they  are  now  enabled  by  an  expenditure  of,  say, 
$12,000,000  or  $14,000,000,  in  addition  to  what  has  already  been  done,  to  furnish  a  sup- 
ply that  would  cost  New  York,  with  its  facilities,  over  $50,000,000.  He  said  that  he  en- 
tered upon  his  duties  with  a  measure  of 

THE  POPULAR  PREJUDICE 

Against  the  company,  but  his  labors  had  entirely  obliterated  his  unfavorable  opinions. 
He  considered  that  an  actual  investigation  would  satisfy  any  man  that  the  corporation  did 
not  exercise  the  greed  attributed  to  it  by  foes  unfamiliar  with  itg  affairs.  Mr.  Pope  also 
presented  to  the  committee  a  comparative  table  of  incomes  of  divers  banking  and  insur- 
ance corporations  during  the  past  five  years  prepared  by  him  from  the  Journal  of  Commerce, 
and  other  journals,  which  will  be  found  herein,  on?  page  33,  and  each  of  the  companies 
cited  showed  a  rate  of  interest  upon  invested  capital  far  in  excess  of  any  compensation 
paid  or  expected  to  be  paid  by  Spring  Valley  to  its  stockholders. 

To  Mr.  Newlands — The  San  Francisco  City  Water  Works  were  begun  in  1858,  and  the 
Spring  Valley  Water  Works  in  18G0.  They  were  consolidated  in  1865.  Up  to  that  time  the 
San  Francisco  City  Water  Works  had  paid  $69,000  in  dividends,  the  Spring  Valley  nothing; 
the  receipts  were  invested  in  the  works. 

COLONEL  G.  H.  MENDELL,  U.  S.  ENGINEER, 

who  has  made  himself  thoroughly  acquainted  with  the  wat^r  question,  and  has  embodied 
the  result  of  a  protracted  research  upon  the  subject  in  an  elaborate  report  to  the  Water 
Commissioners  appointed  four  years  ago,  spoke  as  follows  in  reply  to  numerous  queries: 

As  engineer  for  the  Water  Commissioners  four  years  ago,  I  made  a  report  giving  my 
estimate  of  the  cost  of  supplying  San  Francisco  with  water  from  available  sources,  near 
and  distant.  I  estimated  the  cost  of  iron,  which  is  a  very  essential  element,  as  the  only 
way  water  can  properly  be  brought  here  is  by  wrought-iron  pipes,  at  four  cents  a  pound. 
Iron  has  since  materially  advanced,  and  therefore  my  estimate  must,  in  this  particular,  be 
correspondingly  increased,  particularly  as  to  the  more  distant  lines.  But  I  may  state  it, 
as  a  rule,  that  the  cheapest  system  of  water  supply  is  the  one  that  derives  its  supply  near- 
est to  the  city.  In  my  report,  I  estimated  the  cost  of  supply  from  various  sources — the 
Blue  Lakes,  the  south  fork  of  the  American  River  and  several  others.  The  Blue  Lake 
scheme  was  the  one  most  acceptable  to  the  commissioners.  I  estimated  the  cost  at  $18,^ 
399,200.    I  consider  the  Spring  Valley  system 

THE  NATURAL  SYSTEM 

For  the  supply  of  this  city,  and  I  think  that  to  bring  water  from  a  more  distant  source 
would  be  a  greater  expense  than  the  Spring  Valley  would  be.  Exactly  what  the  Spring 
Valley  would  cost  to  replace  it,  that  it  is  difficult  to  say.  I  do  not  think  you  can  find  on 
the  peninsula  any  system  to  rival  the  Spring  Valley  system— that  is,  of  what  theirs  is  capa. 
ble  of.  If  you  assume  that  to  be  the  case,  you  have  got,  then,  to  go  round  on  the  other 
side  of  the  bay  to  these  great  watersheds  that  come  from  the  Sierra  Nevada,  and  you  have 


there  your  choice  from  the  San  Joaquin,  the  Blue  Lakes  or  the  Stanislaus  River.  You 
have  further,  the  Clear  Lake  and  the  Putah  Creek  sources,  both  70  or  80  miles  to  the  north 
of  San  Francisco;  hut  as  to  the  first  three  the  cost  is  very  large,  and  as  to  the  second 
there  is  this  serious  objection:  you  are  obliged  to  cross  the  bay  of  San  Francisco  to  get 
there,  and  in  the  present  state  of  our  knowledge  that  is  a  very  serious  obstacle.  The  first 
ones  have  the  disadvantage  of  being  distant,  while  the  Spring  Valley  is  peculiarly  val- 
uable by 

ITS  PROXIMITY  TO  THE  CITY, 

And  I  do  not  think  any  one  would  undertake  the  north  scheme  on  account  of  having  to 
cross  the  bay;  it  is  too  hazardous.  1  estimated  the  total  cost  of  the  Blue  Lake  scheme  at 
$18,399,200  to  supply  San  Francisco  with  22,000,000  gallons  daily.  In  proportion  to  in- 
crease of  supply  the  cost  would  increase.  The  Spring  Yalley  company  could  increase  their 
supply  at  a  much  less  cost  than  the  Blue  Lakes  proprietors.  The  difference  in  the  cost  of 
the  two  schemes  would  vary  as  the  supply  would  be  increased,  and  the  comparison  would 
be  in  favor  of  Spring  Yalley.  I  think  the  Calaveras  property  an  indispensable  adjunct  to  Spring 
Valley,  and  they  did  wisely  to  obtain  it. 

Mr.  Xewlands — Isn't  it  safe  to  say  that  22,000,000  gallons  daily  cannot  be  brought  into 
San  Francisco  from  any  source  of  supply  other  than  Spring  Yalley  for  less  than  $18,300,000? 

Colonel  Mendell— Yes;  I  believe  so.  Ihe  difference  in  the  water  supplies  on  the  penin- 
sula depends  on  the  reservoirs  you  have.  You  may  have  all  the  country  in  the  world,  but 
if  you  do  not  have  the  reservoirs  you  cannot  have  any  water  supply.  And  there  is  where 
the  great  advantage  in  Spring  Yalley  lies,  in 

ITS  LARGE  RESERVOIRS, 

Founded  at  suitable  points,  and  if  they  did  not  exist  the  city  would  have  to  go  to  the  side 
places  to  get  water  or  else  move  herself  somewhere  else.  I  think  that  for  as  long  a  time 
as  we  can  anticipate  now,  the  Spring  Yalley  works  will  be  able  to  give  the  city  an  adequate 
supply  of  water.  In  my  former  calculation  of  the  daily  capacity  of  Spring  Yalley,  I  did 
not  obtain  it  by  taking  the  average  rainfall,  but  I  based  it  upon  the  lowest  amount  of  rain 
likely  to  fall  as  derived  from  our  rain  tables,  thus  giving  in  reality  a  minimum  figure  in 
order  to  secure  my  data  against  any  future  contingency;  in  other  words,  I  based  the  esti- 
mate upon  its  capacity  during  two  years  when  they  would  not  get  any  water  in  their  reser* 
voirs  at  all,  thus  assuming  the  worst  case  that  could  happen.  The  test  was  a  very  severe 
one,  but  there  can  be  no  disappointment  then  for  the  public.  On  that  basis  I  estimated 
that  Spring  Yalley  had  a  source  of  supply  equal  to  a  supply  of  80,000,000  gallons  daily,  or, 
in  other  words,  sufficient  to  supply  1,300,000  peeple.  By  an  expenditure  of  $1,000,000  in 
connecting  the  Crystal  Springs  reservoir  with  the  city,  Spring  Yalley  can  supply  between 
19,000,000  and  22,000,000  gallons  daily.  I  think  the  city  ought  to  own  Spring  Yalley,  but  I 
don't  pretend  to  say  what  price  they  ought  to  pay.  The  Spring  Valley  system  is  the  sup- 
ply for  this  city.  I  have  studied  this  question  for  a  long  while,  and  that  is  my  final  con- 
clusion on  the  matter. 

The  committee  adjourned  subject  to  the  call  of  the  chair. 


April  13th,  1880. 

Supervisor  Bailey  in  the  chair,  and  Messrs.  Litchfield,  Stetson,  Doaxe  and  Eastman 
present.  Charles  Weeb  Howard,  Fbask  G.  Newlands,  and  Herman  Schussler  on 
the  part  of  the  Company. 

A  COMMITTEE  FROM  THE  REAL  ESTATE  ASSOCIATION,  CONSISTING 
OF  JUDGE  M.  W.  LAMB,  COL.  C.  L.  WELLER,  G.  W.  FRISK, 
AND  DAVID  BUSH.  GIVE  THEIR  VIEWS. 

In  calling  the  meeting  to  order,  Mr.  Bayly  said  that  he  had  invited  the  Real  Estate  Pro- 
tective Association,  a  body  of  representative  tax-payers,  to  send  a  delegation  to  the  Commit- 
tee meeting  to  present  the  Association's  views  on  the  subject  under  consideration.  The  Ex- 
ecutive Committee  has  appointed  a  sub-committee,  from  whom  we  will  be  pleased  to  hear* 
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Messrs.  Frink,  Bush,  Weller  and  Lamb  appeared  as  such  committee. 

J.  D.  "Walker,  of  the  mercantile  firm  of  Falkner,  Bell  &  Co.,  was  invited  to  address  the 
committee.  He  said:  The  city  ought  to  pay  for  part  of  the  water  consumed,  but  could  not 
Say  what  proportion.  I  regard  9  to  10  per  cent,  (in  addition  to  operatiug  expenses)  as  a  fair 
rate  of  interest  upon  a  just  valuation  of  the  works.  I  should  estimate  the  value  by  what  it 
would  cost  to  bring  into  the  city  an  equal  supply  of  water.  Previous  offers  by  the  company 
can  form  no  criterion  of  value,  as  there  may  have  been  special  reasons  for  the  offer  at  tha* 
time  which  do  not  exist  at  the  present  crisis. 

George  W.  Frink,  a  member  of  the  Committee  of  the  Real  Estate  Protective  Associa- 
tion, spoke  for  the  Committee  in  substance  as  follows:  We  handle  the  question  upon  the 
ground  that  the  cost  of  the  works  has  nothing  to  do  with  it.  The  cost  of  running  the  works 
is  the  question.  By  the  Company's  figures  it  was  for  last  year  $1,257,000.  Now  the  money 
paid  for  water  should  come  half  from  the  city,  and  half  from  the  rate  payers.  The  lowest 
price  charged  for  water  at  any  dwelling  house  is  $2.  There  are  a  number  of  houses  that  rent 
for  $10.  Then  the  water  rate  is  twenty  per  cent,  of  the  rent.  It  costs  more  than  potatoes. 
There  are  now  18,000  rate-payers.  They  pay  about  3  mills  on  the  dollar,  water  rate.  Let 
him  pay  1?2  mills  directly  and  the  city  pay  the  other  half.  By  such  a  tax  the  rate-payer 
will  pay  half  a  mill  mo  e.  Money  in  bank  and  stock  on  shelves  pay  no  water  rate.  We 
know  of  no  better  way  than  that.  I  don't  like  the  Company's  figures.  We  don't  eare  what 
the  Company's  works  cost.  The  Company  is  entitled  to  a  fair  remuneration.  We  have  been 
schooled  for  years  in  antagonism  to  this  corporation,  and  in  fact  all  corporations.  We  sel- 
dom read  a  paper  that  says  anything  favorable  to  this  company.  So  it  is  possible  that 
we  may  be  unconsciously  prejudiced  against  it.  We  want  to  have  the  matter  settled  and 
out  of  politics  The  city  ought  to  own  her  water.  The  property  should  be  valued,  a  rate 
of  interest  established,  and  bonds  given  the  Company.  I  would  like  to  have  them  payable 
in  a  thousand  years,  but  the  Constitution  limits  it  to  twenty.  When  they  (  xpire,  issue  new 
bonds.  The  city  never  need  pay  anything.  These  bonds  would  sell  better  than  United 
States  bonds.  Then  the  city  would  collect  the  water  rate,  using  the  money  for  the  interest 
on  the  bonds  and  extending  the  works. 

Mr.  Litchfield — You  say  in  your  first  scheme  that  the  city  can  pay  half  the  amount  paid 
for  water.  You  understand  that  we  cannot  do  that  unless  the  Legislature  passes  an  enab- 
ling act.    The  only  amount  we  can  pay  is  for  the  water  used  for  municipal  purposes. 

Mr.  Frink— That  puts  a  different  face  on  the  matter.  Will  you  pay  for  water  used  by  the 
city  at  the  same  rate  charged  customers? 

Mr.  Bayly— According  to  the  Constitution  we  would  be  obliged  to  fix  a  rate  for  the  city. 

Mr.  Frink — The  works  are  precarious  and  inadequate.  A  large  main  should  go  into  the 
southern  part  of  the  city  and  around  it,  following  the  bends  of  the  water  front,  for  protec- 
tion against  fire. 

Mr.  Newlands — The  Constitution  says  that  a  rate  shall  be  fixed  for  the  city  and  the  in- 
habitants thereof.  I  don't  think  the  city  could  pay  half  the  amount.  Indirectly,  the  city 
might  fix  a  rate  for  flushing  sewers,  use  in  the  parks,  in  public  buildings,  and  a  rate  for 
hydrants,  that  would  amount  to  one-half  the  total  received  annually  by  the  company. 

Mr.  Frink — That  would  amount  to  the  same  thing. 

Mr.  Bayly,  speaking  upon  Mr.  Frink's  idea  that  the  city  should  pay  half  the  water  ex- 
pense, said,  suppose  the  company  wants  to  make  an  extension  of  the  works,  what  will  it  do? 
The  Company  has  no  money.  It  pays  its  earnings  out  for  dividends  and  in  operating  the 
works.  If  the  company  wants  to  build  a  3-foot  pipe  at  a  cost  of  $200,000  or  $300,000,  it 
would  have  to  borrow  the  money. 

Mr.  Schussler  suggested  that  the  surplusage  of  the  amount  paid  into  the  City  Treasury 
for  water  be  used  for  an  improvement  fund. 

Mr.  Frink — That  would  throw  the  account  on  to  the  city.  ; 

Mr.  Schussler— In  connection  with  this  improvement  we  should  pay  $1,000,000  to  con. 
nect  the  Crystal  Spring  reservoir.  How  would  we  pay  the  amount?  If  the  company  bor- 
rowed $1,000,000  would  the  city  guarantee  the  interest  as  the  additional  expense  they  will 
be  compelled  to  incur. 

Mr.  Frink  asked  if  it  was  necessary  now  to  bring  the  water  from  Crystal  Springs  for 
this  year,  and  if  the  present  supply  was  sufficient? 
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Mr.  Schussler— Water  received  from  Crystal  Springs  would  help  in  case  of  fire.  It 
would  not  be  of  any  especial  use  in  winter,  but  in  the  summer  the  pipe  from  San  Andreas 
can  only  bring  about  9,000,000  per  day,  whicb  is  not  enough.  "We  depend  largely  on  Pilar- 
citos  and  Lobos  creeks. 

Mr.  Xewlands — Do  you  consider  this  business  hazardous? 

Mr.  Frink — All  business  is  hazardous. 

Mr.  Newlands— Suppose  half  the  city  were  destroyed  by  fire  ? 

Mr.  Frink — If  the  city  is  destroyed  by  fire  or  earthquake  you  would  not  be  apt  to  ge* 
much. 

Mr.  Newlands — Then  we  have  no  guarantee  against  loss. 
Mr.  Frink — As  much  as  any  citizen. 

W.  H.  L.  Barnes— But  the  city  does  not  step  in  and  set  the  price  at  which  other  citizens 
shall  sell  their  goods. 

Mr.  Newlands  asked  what  rate  of  interest  should  be  paid  to  the  Company. 

Mr.  Frink  replied  that  money  here  varied  from  four  to  eleven  per  cent.  The  Company 
should  receive  neither  the  biggest  nor  the  lowest.  The  company,  I  believe,  pays  eight  per 
cent.    The  city  might  pay  the  same. 

Mr.  Litchfield — Shall  we  add  improvements  to  the  estimate  of  value,  the  Company  do- 
ing the  work,  and  pay  them  the  same  rate  of  interest? 

Mr.  Frink— That  seems  fair. 

Mr.  Schussler  being  asked  if  there  was  an  abundance  of  pipe  laid  in  this  city,  replied 
that  there  was  plenty  of  pipe  for  consumers ;  for  protection  egainst  fire  there  should  be 
more. 

Mr.  Schussler  continuing  said  that  in  Virginia  City  it  was  suggested  that  the  pipes  were 
too  small  for  protection  against  fire.  A  large  fire  afterwards  occurred,  and  millions  of 
property  was  burned.  After  the  fire,  some  $125,000  was  appropriated  and  a  large  pipe  laid. 
The  city  owns  the  pipe.  For  a  small  amount  the  "Water  Company  keeps  the  pipe  full  of  wa- 
ter and  it  is  not  used  for  any  other  purpose  than  fire.  He  said  that  he  gave  this  instance 
to  find  the  interpretation  of  the  word  "use."  Is  not  the  water  lying  in  that  pipe,  though 
perhaps  not  used  for  months,  used,  and  should  not  the  Company  be  paid  for  the  use? 

Mr.  Bayly — The  only  solution,  seems  to  me,  is  to  buy  the  works. 

Mr.  Friuk  concurred  with  Mr.  Bayly's  opinion,  and  reiterated  his  system  of  giving 
bonds,  etc..  as  described  above.  The  matter  should  be  under  the  direction  of  the  Board  of 
Supervisors,  and  kept  out  of  politics.  He  thought  that  the  revenue  received  by  the  Com- 
pany for  the  last  year  would  be  a  fair  basis  of  computation. 

C.  L.  "Well  er, an  other  member  of  the  Protective  Association,  agreed  with  Mr.  Frink. 

He  believed  the  Company  should  have,  in  addition  to  operating  expenses,  a  fair  rate  of 
interest  on  a  just  valuation  of  its  works.  The  trouble  here  is  that  property  pays  no  portion 
of  the  cost  of  our  water  supply,  and  the  city  pays  nothing  for  the  water  it  uses,  or  for  the 
water  kept  in  readiness  for  protection  against  fire.  He  considered  that  the  way  to  deter- 
mine the  value  of  the  works  was  to  ascertain  what  it  would  cost  to  bring  an  equal  supply 
from  some  other  source,  and  the  works  might  be  worth  more  or  less  than  their  cost. 

Mr.  Stetson  inquired  if  the  city  had  not  in  the  past  paid  for  the  water  consumed  by  it. 

Mr.  Howard  replied  that  the  city  had  paid  $6,000  in  24  years.  He  acknowledged  that 
the  Company  held  unsatisfied  demands  against  the  city  for  water  furnished  to  it. 

Mr.  Stetson  saw  no  difference  between  a  demand  and  a  payment,  but  Mr.  Howard  said 
*hat  the  company  thought  there  was  a  great  deal  of  difference  between  a  cash  payment  and 
a  contested  claim. 

Mr.  Stetson — The  city  should  pay  for  water  used,  and  a  citizen  should  do  the  same. 
Mr.  Howard — "Will  you  pay  nothing  for  protection  against  fire? 

Mr.  Stetson — The  Company  is  more  interested  in  that  than  anybody  else.  I  can  have 
my  goods  insured;  but  you  cannot,  and  if  the  city  burns  down  you  lose  your  revenue  and 
property.    It  is  your  interest  to  protect  the  city. 

Mr.  Howard— Suppose  there  were  no  water  protection  from  fire,  you  would  have  to  pay 
at  least  li  per  cent,  more  insurance  rate;  and  why  should  you  not  pay  for  that  ? 

Mr  Stetson — If  there  were  no  protection  from  fire,  I  would  not  bring  my  goods  here.  I 
would  not  take  my  property  to  a  place  where  there  was  no  police  protection. 
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Mr.  Howard— You  pay  for  that  police  protection  by  direct  tax,  and  why  should  you  not 

pay  for  protection  from  fire? 

The  question  of  payment  for  protection  from  fire  in  other  cities  was  lengtbly  discussed, 
Mr.  Howard  saying  that  four-fifths  of  the  entire  amount  paid  in  New  York  for  water  was 

for  protection  against  fire. 

Mr.  Steison— Wbat  protection  does  unimproved  property  get? 

Mr.  Newlands— You  can't  levy  a  general  tax  without  making  it  fall  heavily  on  some, 
Tbe  people  at  the  Ocean  House  have  to  pay  tbeir  portion  for  lighting  the  streets  of  the 
city. 

Mr.  Howard — We  don't  claim  that  vacant  property  is  protected,  but  that  the  value  o 
all  unimproved  property  in  the  city  is  increased  by  our  abundant  and  efficient  watef 
up  ply. 

In  reply  to  a  suggestion  from  Mr.  Schussler,  Mr.  Bayly  said  that  when  the  Board 
fixes  a  rate  for  each  hydrant  it  is  virtually  paying  for  the  protection  against  fire  afforded 
by  the  Company. 

Judge  Lamb  and  Mr.  Bush  thought  it  would  be  difficult  to  determine  the  question  o 
value,  but  the  Board  should  fix  the  amount  of  income  to  be  allowed  the  Company,  and 
then  fix  half  upon  the  consumers  and  half  upon  the  city  at  large.   Judge  Lamb  deprecated 
the 

PRESENT  MODE  OF  COLLECTING  RATES, 

And  advised  the  levy  of  a  general  tax  under  authority  from  the  Legislature  to  pay  for  the 
water  used  for  municipal  purposes.  Under  present  circumstances  he  thought  the  only 
solution  to  be  the  fixing  of  a  rate  upon  hydrants,  and  for  water  used  by  the  city  for  muni" 
cipal  purposes  to  bring  relief  to  the  oppressed  consumers. 

Mr.  Heller,  upon  request,  gave  his  views  to  the  Committee.  He  said:  I  own  consider- 
able property  in  this  city.  I  believe  that  property  should  pay  a  just  proportion  of  the  cost 
of  water,  by  the  levy  of  a  general  tax  upon  it.  The  value  of  property  is  enhanced  by  the 
protection  the  water  affords  against  fire.  I  do  not  think  that  the  consumers  alone  should 
pay  for  this  protection.  "When  you  make  property  pay  its  share  of  the  cost  of  water  you 
are  reaching  the  man  with  money  and  assisting  the  poor  man  without  it. 

A  CURIOUS  QUESTION. 

Mr.  Stetson  asked  the  Committee  to  suppose  a  case  where  a  man  pays  $5  a  month  fo 
water  and  his  rates  are  reduced  by  the  Board  to  $2.50,  and  the  tax  levied  for  cost  of  water 
on  his  property  is  $30,  how  would  that  benefit  the  rate-payer  ?  He  was  antagonistic  to  such 
a  mockery,  as  he  deemed  it.   If  that  is  more  equitable,  why  not  collect  the  entire  revenue 
from  taxable  property? 

Mr.  Howard  said  the  hypothesis  of  the  gentleman  was  incorrect,  as  a  case  could  scarcely 
existwhere  the  tax  on  the  property  would  be  equivalent  to  one  half  of  theratejhe  did  not  be. 
li  eve  such  an  instance  could  be  found  in  the  company's  business.  The  tax  on  stores  and  large 
warehouses  and  their  contents,  added  to  the  rate,  might  amount  to  more  than  the  present 
rate,  but  the  more  they  paid  the  less  the  small  householder  would  pay.  and  thus  the  burden 
would  be  more  equitably  distributed.  He  knew  an  instance  where  a  man  had  property  in 
the  city  that  was  assessed  for  $185,000  ;  that  only  $85,000  of  it  was  improved,  and  which  was 
occupied  by  some  forty  or  more  tenements,  the  water  bills  for  which  amounted  to  $97.50 
per  month,  or  $1,170.00  per  annum.  Now,  if  M  of  1  per  cent  were  levied  on  the  taxable  val. 
ues  in  the  city,  it  would  amount  to  fully  one  half  of  our  gross  income,  and  if  the  amount  re- 
citing from  the  said  levy  was  paid  to  us,  we  would  reduce  the  rates  one  half;  this  $185,000 
worth  of  property  would  then  pay  a  tax  of  $462.50  per  annum,  and  only  one  half  of  the  pres- 
ent water  rate,  which  would  be  $585,  making  a  total  of  $1,047.50,  a  saving  of  $122.50  per  annum 
*o  this  party  who  has  $100,000  worth  of  unimproved  property  and  $85,000  worth  of  improved 
property.  Property  should  not  be  made  to  bear  the  entire  burden  of  the  cost  of  a  city's  wa 
ter  supply,  as  it  is  unfair ;  but  insomuch  as  it  derives  a  much  larger  benefit  than  all  the  other 
uses  combined,  it  should  bear  its  proportion  of  the  burden.  It  should  certainly  pay  some, 
thing  for  value  received,  and  not  enjoy  the  fruits  of  work  it  in  no  way  pays  for. 
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EXPERT  POPE'S  FIGURES. 

Colonel  A.  J.  Moulder  stated  that  he  -was  an  expert  accountant,  that  he  had  examined 
the  report  submitted  by  Mr.  Pope,  and  entirely  coincided  with  the  method  adopted  by  him 
in  arriving  at  the  cost  of  the  Spring  Valley  works.  In  theory,  I  believe  it  to  be  faultless. 
I  discovered  several  errors,  made  in  transferring  monthly  balances  to  the  final  papers  con. 
tinuing  the  recapitulation,  but  I  found  no  error  of  addition  or  calculation  of  interest- 
These  errors  amount  to  $153,825  61,  including  interest  of  ten  per  cent.  This,  no  doubt, 
arose  from  the  haste  in  which  the  work  was  done.  The  scope  and  magnitude  of  the  labor 
would  reasonably  require  nine  months'  work,  and  Mr.  Pope's  exhibits  are  remarkably  accu- 
rate for  the  time  allowed  him.  Mr.  Pope  is  well  known  in  this  community  as  a  thorough 
business  man,  and  a  careful,  competent,  and  conscientious  accountant.  I  have  examined 
his  exhibits,  and  regard  exhibit  C  as  the  correct  mode  of  ascertaining  the  cost.  The  cost 
by  that  exhibit  is  $18,840,202.37,  but  this  is  subject  to  the  deduction  of  the  errors  which  I 
have  enumerated,  amounting  to  $153,825.61. 

The  Committee  then  adjourned  to  the  call  of  the  Chair. 

Mabch  24th,  1880. 

PBESENT — SUPEKVISOKS  BAYLY,  WaITNEY,  DOANE,  fEASEB,  EASTMAN  AND  MASON,  CHABLES 

Webb  Howard  and  Hebmann  Schcssleb,  oe  the  Speing  Vaeeey  Company,  and  W.  H. 
L.  Babnes  and  F.  Gr.  Newlands,  their  Counsel,  At/feed  Wheeleband  otheb  citizens. 

VIEWS  OF  MR.  BRADBURY,  ALFRED  WHEELER,  AND  MR.  HANCOCK. 

The  chairman  said  that  he  had  called  the  meeting  because  he  had  received  from  the 
President  of  the  company  a  note  stating  that  the  expert  who  had  been  employed  upon  the 
books  for  the  purpose  of  ascertaining  the  actual  cost  of  the  property  of  the  Spring  Valley 
Company  had  finished  his  work,  and  was  ready  to  report. 

Mr.  Howard  said  that  was  true,  but  the  expert  had  found  that  he  was  not  quite  ready, 
contrary  to  his  expectation,  but  would  be  at  any  time  alter  to-day.  Mr.  Howard  said  that 
the  chairman  had  at  the  last  meeting  remarked  that  the  committee  had  not  heard  anything 
from  the  Spring  Valley  Company  as  to  its  cost  and  what  they  thought  they  ought  to  have 
as  interest  on  their  investment.  He  had  prepared  a  statement  on  these  points,  which  he 
proceeded  to  read,  and  which  will  be  found  on  page  23. 

In  answer  to  a  question  by  Mr.  Wheeler,  Mr.  Howard  said  that  the  estimate  of  cost 
which  he  had  read  included  the  original  company  and  works,  of  which  Spring  Valley  was 
an  outgrowth. 

METERS  ON  PUBLIC  BUILDINGS. 

Mr.  Bradbury  contended  that,  as  a  matter  of  justice,  meters  should  be  placed  on  all 
public  buildings  us^d  in  the  city,  and  the  city  should  pay  for  the  water  used  for  these  and 
other  public  purposes  by  municipal  tax,  the  payment  to  be  based  on  the  quantity  of  water 
actually  used  for  such  purposes.  If  it  were  practicable,  he  thought,  everybody  should  pay 
by  meter  rates,  which  was  the  only  plan  that  would  be  just  to  all  classes  of  consumers. 
He  conceded  that  9  per  cent,  was  little  enough  profit  for  an  investment  in  this  kind  of  busi- 
ness. Considering  risks,  taxes,  etc.,  8  per  cent,  on  su<  h  a  business  was  not  as  good  an  in- 
vestment for  capital  as  United  States  four  per  cent,  bonds.  He  was  in  the  business  of  fur- 
nishing water  to  several  blocks,  and  would  not  go  into  the  business  unless  he  thought  he 
could  see  at  least  9  per  cent,  profit  on  his  investment.  He  thought  the  company  should  be 
allowed  9  per  cent,  on  the  actual  value  of  the  property,  and  in  estimating  value  upon 
which  to  fix  the  proper  income,  he  would  fix  it  as  near  as  possible  to  actual  cost,  less  de- 
preciation by  wear  and  tear. 

Alfred  Wheeler  gave  it  as  his  opinion  that  all  property  benefited,  either  by  protection 
or  otherwise,  should  pay  for  the  water  and  not  the  17,000  consumers  alone. 
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Mr.  Hancock  said  that  he  saw  lawyers  present  on  behalf  of  the  Spring  Valley,  and  he 
would  like  to  ask  whether  the  Board,  or  the  tax-payers  for  whom  the  Board  was  acting,  had 
any  lawyer.  « 

The  Chairman  said  they  had  not,  and  Mr.  Hancock  said  he  thought  it  was  hardly  a  fair 
deal.  He  thought  that  Spring  Valley  should  recognize  the  fact,  as  everybody  else  must, 
that  these  were  hard  times,  and  consent,  in  view  of  that  fact,  to  something  a  little  less 
than  the  ruling  rate  of  interest  on  their  investment,  at  least  temporarily.  They  should 
make  some  concessions  to  hard  times.  He  didn't  think  vacant  lots  should  pay  taxes  for 
any  part  of  the  expense  of  furnishing  water  for  purposes  which  it  did  not  use  or  enjoy  any 
benefit  from.  In  regard  to  a  tax  for  water  used  for  fire  purposes,  he  understood  that  the 
company  was  bound  by  its  charter  to  furnish  water  free  of  charge  for  these  purposes. 

Asked  by  the  Chairman  whether  the  existence  of  an  adequate  water  supply  was  not  a 
benefit  to  all  property,  improved  or  otherwise,  because  such  protection  enhanced  the  value 
of  property  for  building  purposes,  even  though  it  were  not  directly  utilized,  Mr.  Hancock 
said  yes;  and  by  the  same  rule,  he  considered  that  the  value  of  property  in  San  Francisco 
was  benefited  by  the  presence  of  himself  and  every  energetic,  well-behaved  citizen;  but 
he  didn't  think  the  city  should  make  him  any  allowance  for  living  here  and  thus  enhanc- 
ing the  value  of  property. 

Barnaby  Doherty  suggested  a  scheme  of  putting  the  water  supply  on  the  same  basis  as 
the  public  schools.  Declare  it  a  public  use,  as  it  is;  determine  how  much  the  Water  Com- 
pany is  to  be  paid  every  year  for  furnishing  water,  and  that  amount  should  be  added  to  the 
amount  of  tax  to  be  raised,  just  as  the  school  fund  is,  and  collected  on  the  assessment  just 
as  every  other  public  expenditure  is  provided  for. 

The  Committee  adjourned  to  meet  at  the  call  of  the  Chairman. 



MAJOKITY  REPORT   OF  THE   COMMITTEE  ON 
WATER  AKD  WATER  SUPPLIES. 
 » «.  

To  the  Honorable  Board  of  Supervisors  of  the  City  and 
County  of  San  Francisco — 

Gentlemen:  Your  Committee  on  Water  and  Water  Sup- 
plies, to  whom  was  referred  the  matter  of  ascertaining  and 
reporting  their  conclusions  to  your  honorable  board  as  to  the 
rates  to  be  paid  by  the  inhabitants  of  this  city  and  county  for 
water  supplied  for  their  use,  with  the  several  orders  propos- 
ing certain  rates,  would  respectfully  represent  that  your  com- 
mittee have  invariably  invited  all  the  members  of  the  board 
to  attend  all  the  meetings  held,  so  that  the  questions  involved 
might  be  considered  by  all  the  members,  and  lead  to  a  solu- 
tion and  just  determination  of  this  question  in  the  public  in- 
terests, and  so  that  a  valuation  basis  may  be  established  to 
compute,  determine,  and  insure  just  rates  for  the  present  and 
future  wants  of  this  great  and  growing  city. 
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Under  Article  14  of  the  new  Constitution,  the  rates  or 
compensation  to  be  collected  by  any  person,  company  or  cor 
poration  for  the  use  of  water  supplied  to  any  city  and  county, 
or  to  the  inhabitants  of  any  city  and  county,  are  required  to 
be  fixed  annually  by  the  Board  of  Supervisors. 

The  City  and  County  of  San  Francisco,  and  most  of  its 
inhabitants,  are  supplied  with  water  by  the  Spring  Yalley 
Water  Works.  Small  portions  of  the  city  are  supplied  by 
artesian  wells  owned  by  Mr.  Bradbury  and  Mr.  Warner,  but 
neither  of  the  latter  supply  any  water  to  the  city  for  the  ex- 
tinguishing of  fires  or  for  flushing  the  sewers,  though  both 
express  their  willingness  to  do  so. 

As  these  individuals  supply  but  small  portions  of  the  city, 
and  as  the  rates  which  would  be  just  to  the  Spring  Yalley 
Water  Company  would  also  be  just  to  them,  your  committee 
will  present  their  views  as  to  the  principles  which  should  con- 
trol the  action  of  the  city  toward  the  company. 

In  response  to  a  general  invitation  to  the  public  to  appear 
before  the  committee,  many  citizens  appeared  and  presented 
their  views  as  to  the  rate  of  interest,  value  of  the  works,  and 
principles  which  should  regulate  the  fixing  of  rates. 

NATURE  OF  BUSINESS  AND  RATE  OF  INTEREST. 

As  to  the  interest  to  be  allowed,  Mr.  Clans  Spreckles 
stated  that  he  would  not  invest  a  dollar  in  an  enterprise  of 
this  kind  unless  he  received  12  per  cent.,  and  that  in  view  of 
the  risks,  natural  wear  and  waste,  he  regarded  the  business  as 
a  hazardous  one,  adding:  "I  do  not  think  the  company's 
revenue  can  be  safely  diminished;  a  serious  accident  happen- 
ing might  reduce  the  interest  from  12  to  6  per  cent." 

Ex-Governor  Low  said :  "  I  would  not  be  willing  to  invest 
in  such  property  for  anything  like  the  rate  I  would  in  bonds 
when  they  run  for  a  definite  time,  properly  secured  and  pro- 
viding for  an  interest  payable  annually.  In  other  words,  I 
m  ould  not  purchase  Spring  Yalley  stock  unless  it  paid  a  very 
much  larger  dividend  than  would  the  bonds  of  the  company 
secured  by  a  first  mortgage  upon  the  property,  and  running 
for  a  definite  term — say  25  years  at  a  fixed  rate  of  interest. 
I  would  prefer  the  bonds  at  5  per  cent,  rather  than  the  stock 
at  8.  I  consider,  too,  that  the  property  is  liable  to  be  af- 
fected by  the  contingencies  of  the  elements.    An  earthquake 
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or  a  sweeping  conflagration  would  cut  off  a  large  portion  of 
the  revenue  for  probably  some  time  afterward.  It  is  the 
hazard  of  the  business  which  renders  its  income  unstable, 
and  I  would  prefer  well-secured  bonds,  running  for  25  years, 
at  6  per  cent.,  rather  than  the  stock  at  9.  7 

In  reply  to  the  inquiry  as  to  the  reason  why  4  per  cent.  U. 
S.  bonds  were  bringing  $107^-,  while  Spring  Yalley  stock, 
paying  8  per  cent.,  was  bringing  only  $85,  Governor  Low  re- 
plied that  in  the  case  of  the  Government  bond  the  security  is 
ample,  and  the  bonds  are  free  from  taxation,  while  the  Spring 
Yalle}^  stock  is  not.  "  But  above  and  beyond  that  is  the  sta- 
bility. Capital  is  timid.  You  may  call  it  cowardly  ;  it  runs 
at  the  slightest  provocation.  It  seeks  stability  more  than  it 
does  a  large  rate  of  interest.  If  the  city  government  would 
guarantee  5  per  cent,  for  28  or  30  years  it  would  make  the 
stock  a  better  investment.  *  *  *  In  that  event,  however, 
the  city  would  assume  all  the  risks  and  hazards,  instead  of  the 
company.  Should  the  city  establish  certain  rates,  it  would 
be  no  guarantee  of  income  to  the  company.'" 

John  Perry,  Jr.,  a  well-known  dealer  in  bonds  and  securi- 
ties, said :  "  The  reduction  of  interest  will  hurt  the  stock. 
When  the  company  reduced  its  interest  from  9  to  8  per  cent, 
it  caused  great  complaint.  The  interest  should  not  be  re- 
duced because  of  the  contingencies.  The  overflowing;  or 
breaking  of  a  reservoir  would  subject  the  company  not  only 
to  the  loss  for  repairs,  but  for  damages  occasioned  to  adjoin- 
ing land.  The  company  should  have  a  good  rate  of  interest, 
not  less  than  10  per  cent.,  and  probably  12,  when  you  bear 
in  mind  the  risks  and  uncertainties,  and  the  future  needs  of 
the  city.1" 

Mr.  J.  D.  Walker,  of  the  firm  of  Falkner,  Bell  &  Co.,  con- 
sidered the  business  a  hazardous  one,  and  regarded  9  to  10 
per  cent,  in  addition  to  operating  expenses  as  a  fair  rate  of 
interest  upon  a  just  valuation  of  the  works. 

Mr.  Bradbury,  the  owner  of  artesian  wells  :;m  competition 
with  Spring  Yalley,  thought  the  business  a  hazardous  one, 
and  9  per  cent,  a  reasonable  rate  of  interest,  stating  that  he 
would  not  be  content  with  that  rate  in  his  artesian  well  busi- 
ness. 

A  committee  from  the  Real  Estate  Protective  Association, 
•consisting  of  Messrs.  Frink,  Lamb,  Weller  and  Bush,  had 
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little  to  say  on  the  subject  of  interest,  but  did  not  think  8  per 
cent,  unreasonable.  They  thought  the  chief  difficulty  in  the 
present  system  was  in  the.  inequality  of  the  apportionment  of 
the  rates  as  between  the  city  and  the  consumers,  and  that  this 
should  be  remedied  by  compelling  the  city  to  pay  one-half  of 
the  total  income,  to  be  derived  by  the  company  for  the  water 
used  for  municipal  purposes  and  protection  against  fire,  and 
by  so  doing  reduce  the  rates  to  the  18,000  ratepayers  one- 
half. 

The  prevailing  sentiment  or  opinion  of  those  who  appeared 
before  your  committee  accorded  with  the  foregoing.  It  is 
true  that  Mr.  Dougherty  and  Mr.  Hancock  presented  dif- 
ferent views,  the  former  to  the  effect  that  the  interest  al- 
lowed should  correspond  with  that  allowed  on  United  States 
bonds  and  with  that  on  county  bonds,  from  4  to  6  per  cent., 
and  that  the  whole  amount  to  be  paid  the  company  should  be 
paid  by  the  city,  and  raised  by  taxation,  as  for  other  munic- 
ipal purposes ;  the  latter  claimed  that  the  interest  of  the  com- 
pany ought  to  be  diminished  to  correspond  with  the  depressed 
condition  of  the  times.  But  United  States  bonds  are  free 
from  taxation,  and  have  the  honor  and  property  of  the  whole 
country  as  security,  while  the  bonds  of  the  city  and  county 
are  secured  by  all  the  wealth  of  San  Francisco.  It  is  a  finan- 
cial axiom  that  the  rate  of  interest  increases  as  the  security 
diminishes.  If  San  Francisco  should  issue  its  bonds  at  6  per 
cent,  to  the  Spring  Yalley  Water  Company  for  the  purchase 
of  its  works,  they  would  doubtless  be  taken  at  par,  but  the 
company  would  have  as  security  for  the  payment  of  the  prin- 
cipal and  interest  of  the  bonds,  not  only  the  water  works,  but 
all  the  taxable  property  of  the  city  and  county ;  and  if  that 
was  the  case,  the  city  would  run  all  the  risks  in  the  connec- 
tion with  the  business  of  conducting  the  works.  If  the  city 
expects  that  the  income  of  the  company  should  be  limited  to 
6  per  cent.,  it  must  possess  the  power  to  guarantee  the  income 
and  assume  all  the  risks  of  the  business. 

The  proposition  to  raise  by  taxation  the  whole  amount  to 
be  paid  the  company,  for  all  the  water  supplied,  would,  in  our 
opinion,  be  as  unjust  to  property  as  the  present  system  is  to 
the  ratepayers. 

It  also  appears  in  evidence  that  Spring  Yalley  Water  bonds, 
amounting  to  several  millions  of  dollars,  bearing  interest  at 
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6  per  cent,  and  secured  by  a  first  mortgage  on  the  works, 
were  recently  offered  here  and  in  .New  York  and  London,  and 
the  best  offer  that  could  be  obtained  was  87£  cents  on  the  dol- 
lar. This  made  the  real  rate  of  interest  on  the  bonds  for  the 
term  for  which  they  were  issued  over  7  per  cent.  Ex-Gov- 
ernor Low  was  of  the  opinion  that  as  the  bondholders  have 
the  best  security,  the  stockholders  have  only  the  surplus  after 
the  bondholders  are  satisfied,  the  stockholders  ought  to  re- 
ceive at  least  three  per  cent,  more  than  the  bondholders.  If 
this  conclusion  is  correct,  the  rate  of  interest  to  which  the 
company  is  entitled  would  be  10  per  cent. 

Your  committee  are  satisfied  from  our  investigation  that 
the  business  must  be  classed  as  hazardous,  and  is  subject  to 
contingencies,  in  the  matter  of  competition  and  otherwise, 
which  entitle  it  to  a  rate  of  interest  in  excess  of  the  rate  pre- 
vailing upon  mortgages  or  other  first-class  securities.  In 
view  of  the  hazards  connected  with  the  business,  and  the  en- 
terprise and  skill  required  in  its  conduct,  and  the  absolute 
duty  on  the  part  of  the  board  to  make  it  a  desirable  invest- 
ment, so  as  to  insure  its  efficiency  for  the  protection  of  life 
and  property,  your  committee  are  of  the  opinion  that  the  in- 
come of  such  a  business  is  not  unreasonable  so  long  as  it  is 
confined  within  the  limits  of  between  8  and  10  per  cent,  upon 
a  fair  valuation  of  the  works,  in  addition  to  operating  ex- 
penses. 

The  next  question  to  be  determined  is,  upon  what  amount 
does  the  present  income  of  the  company  yield  the  foregoing 
rate  of  interest,  in  addition  to  operating  expenses.  The  in- 
come of  the  company  during  the  last  year  was,  in  round  num- 
bers, $1,258,000,  which  was  expended  as  follows: 

Eunnin^  expenses   $300,000 

Interest  on  indebtedness   287,000 

Dividends  to  stockholders,  8  per  cent,  on  $8,000,000   640,000 

$1,227,000 

Leaving  a  surplus  of  about  $31,000. 

A  detailed  statement  of  the  operating  expenses  was  pre- 
sented to  the  committee. 

Upon  being  questioned  as  to  the  statement  appearing  in  one 
of  the  volumes  of  the  Municipal  Reports  that  the  running 
expenses  of  the  works  were  only  $100,000,  the  president  of 
the  company  replied  that  the  statement  referred  to  only  cov 
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ered  the  office  expenses  and  salaries ;  that  it  did  not  cover  all 
the  operating  expenses  of  the  works;  adding  that  the  esti- 
mate of  §300,000  per  annum  for  operating  expenses  was  a 
low  one,  and  that  they  had  amounted  to  more  during  the  two 
previous  years.  The  engineer  of  the  company,  Mr.  Herman 
Schussler,  also  stated  that  it  would  not  be  safe  to  estimate 
operating  expenses  at  less  than  §25,000  per  month. 

Assuming,  then,  that  §300,000  is  a  proper  estimate  for  op- 
perating  expenses,  and  deducting  this  amount  from  the  total 
income  of  the  company  of  §1,258,000,  we  have  §958,000  as 
net  revenue  of  the  company,  which  the  present  rates  enable  it 
to  collect.  This  amount,  §958,000,  is  8  per  cent,  upon  §11,- 
975,000,  9  per  cent,  upon  §10,650,000,  and  10  per  cent,  upon 
$9,580,000.  Are  the  Spring  Yalley  Water  Works  worth 
either  of  these  amounts  ?  If  not,  the  revenue  should  be  di- 
minished, and  the  rates  correspondingly  reduced. 

What,  then,  is  the  value  ?  The  solution  of  this  question  is 
attended  with  considerable  difficulty. 

A  variety  of  views  have  been  urged  before  the  committee 
as  to  the  correct  mode  of  ascertainino*  the  value  of  the  works. 

o 

MARKET  VALUE  OF  STOCKS. 

Bv  some  it  was  insisted  that  the  value  should  be  determined 
by  taking  the  aggregate  market  value  of  the  stock  and  add- 
ing thereto  the  bonded  indebtedness  of  the  corporation, 
amounting  to  §4,000,000.  During  the  examination  had  ■  by 
your  committee  the  stock  has  varied  in  price  in  the  market 
from  §83  to  its  present  value,  §91  per  share.  If  the  market 
value  be  estimated  at  §64,  this  mode  of  calculation  would  es- 
tablish the  value  of  the  works  of  the  Spring  Yalley  Water 
Company  at  §11,520,000.  Others  were  of  the  opinion  that 
the  market  value  of  the  stock  is  no  indication  whatever  of  the 
value  of  the  works.  It  appeared  by  the  testimony  of  Mr. 
John  Perry,  Jr.,  a  dealer  in  bonds  and  securities,  that  the 
stock  of  the  Spring  Yalley  Company  since  1875  has  fluctuated 
from  §110  to  §83  per  share.  This  latter  depression,  he  said, 
was  owing  to  the  adoption  of  the  new  Constitution ;  also,  that 
the  stock  had  always  been  held  as  an  investment  by  parties 
seeking  an  income  on  their  capital;  that  seven-eighths  of  the 
stock  sold  passed  through  his  hands,  and  that  very  little  stock 
had  changed  hands  at  these  low  prices.  He  further  stated 
that  the  action  of  the  Water  Commissioners  in  1877  affected 
the  stock,  and  when  the  commissioners  reported  in  favor  of 
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Blue  Lakes  it  sold  at  $83 ;  that  the  abandonment  of  that 
scheme  ended  the  agitation,  and  the  stock  went  up  to  $90  and 
$95. 

It  was  also  shown  in  favor  of  this  mode  of  determining 
value  that  in  London,  recently,  when  it  was  proposed  to  con- 
demn the  water  works  there,  the  authorities  provided  for  tak- 
ing the  property  at  the  market  value  of  the  stock,  but  further 
inquiry  developed  the  fact  that  the  water  companies  there 
were  guaranteed  an  interest  of  10  per  cent.,  although  the  pre- 
vailing rate  of  interest  there  is  from  2-J  to  5  per  cent.  Such 
a  high  rate  of  interest  had  the  effect  of  making  the  market 
value  of  the  stock  many  times  its  par  value.  Therefore  this 
was  a  liberal  valuation  there. 

The  difference  between  the  two  cases  is,  that  in  London  the 
stock  of  the  water  companies  has  been  protected  by  allowing 
them  a  fixed  and  liberal  rate  of  interest,  and  consequently  the 
market  value  of  the  stock  was  greater  than  the  value  of  the 
works,  whilst  here  the  popular  impression  that  the  high  rates 
were  due  to  the  extortion  of  the  company  instead  of  the  un- 
just system  of  collecting  the  entire  revenue  of  the  company 
from  the  rate  payers  only,  letting  property  go  free,  has  pro- 
duced an  agitation  of  the  water  question  which  has  depressed 
the  stock  below  its  real  value.  Although  these  fluctuations 
have  varied  from  110  to  83,  certainly  the  intrinsic  value  of 
the  water  works  has  not  thus  fluctuated  We  must  look,  then, 
to  some  other  standard  to  measure  their  value. 

PAR  VALUE. 

By  others  it  was  suggested  that  the  works  should  be  valued 
by  taking  the  par  value  of  the  stock  and  adding  thereto  the 
indebtedness,  which  should  make  the  works  worth  $12,000,- 
000. 

Your  committee  do  not  think  this  furnishes  any  absolute 
slandard  of  the  true  value  of  the  works.  As  corporations  are 
organized,  the  value  of  their  property  may  be  either  greater 
or  less  than  the  par  value  of  their  stock.  If  the  par  value  of 
the  stock  be  taken  as  the  measure  of  value,  then  that  value 
might  be  doubled  by  simply  doubling  the  stock.  Thus,  for 
instance,  the  stock  of  Spring  Yalley  was  doubled  in  1876, 
though  the  extra  $8,000,000  of  stock  has  not  been  issued. 
To  take  either  the  par  value  of  the  present  issue,  viz,  $8,000,- 
000,  or  the  par  value  of  the  increased  stock,  viz,  $16,000,000, 
would  in  our  opinion  be  arbitrary. 
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It  was  also  stated  that  the  works  had  been  offered  in  1877 
to  the  city  for  $11,800,000.  The  officers  of  the  company,  how- 
ever, say  that  this  was  unauthorized,  and  the  fact  seems  to  be 
established  that  no  such  offer  was  authorized  by  the  company. 
The  lowest  offer  made  by  the  company  was  $13,250,000. 
This  was  made  in  1877,  and  it  is  claimed  by  the  officers  of 
the  company  that  $500,000  have  been  since  expended  on  the 
construction  of  works.  As  to  the  estimate  of  value  based  on 
this  offer,  the  president  of  the  company,  in  a  communication 
to  the  board,  makes  the  following  statement : 

"  It  is  true  that,  in  1877,  the  company  proposed  to  accept  from  the  city 
for  its  property  and  works  the  sum  of  $13, 250,000.  That  proposition  was 
not  based  on  the  company's  estimate  of  their  value,  nor  was  the  sum 
nimed  at  all  commensurate  with  the  real  value;  but  it  was  founded  on  the 
company's  preferring  to  consent  to  sell  on  terms  involving  a  loss  rather 
than  risk  the  result  of  hostility  or  competition  by  the  city,  which  might 
seriousiy  cripple  it.  It  may  be  as  well  to  remind  the  committee  that  a 
price  set  upon  property  when  its  future  was  imperiled,  by  circumstances 
not  necessary  to  be  reviewed  here,  is  something  very  different  from  a  fair 
and  just  valuation  of  the  same  property  sought  to  be  arrived  at  for  the 
purpose  of  establishing  by  law  the  revenue  of  the  company.  Since  that 
time  the  company  has  expended  on  improvements  $500,000." 

Your  committee  can  not  justly  dispute  these  reasous,  for  no 
man  is  bound  by  an  offer  which  is  not  accepted.  The  offer, 
it  is  understood,  was  made  as  a  reduction  of  a  previous  offer 
made  by  the  company  of  its  works  for  $16,000,000,  and  at  a 
time  when  it  was  feared  that  other  and  more  costly  schemes 
would  be  accepted  by  the  city,  which  would  diminish  the 
value  of  Spring  Yalley,  and  when  there  was  every  induce- 
ment to  compel  the  company  to  make  its  lowest  offer. 

COST  OF  WORKS. 

As  to  the  cost  of  works,  John  F.  Pope,  a  competent  expert, 
has  recently  made  a  thorough  examination  of  the  books  of  the 
company.  He  submitted  an  exhibit  marked  "Exhibit  C"  as 
a  correct  statement  of  the  cost  of  the  works — namely,  $18,- 
840,202.37 ;  and  stated  that  the  principles  upon  which  the  cost 
was  ascertained  were  correct,  and  were,  such  as  would  regu- 
late any  business  man  in  estimating  such  cost.  He  further 
stated — 

"  That  the*different  increases  of  the  capital  stock  of  the  company  sub- 
stantially conformed  to  the  expenditures  made;  that  the  Spring  Yalley 
Company  was  organized  June  10, 1858,  with  a  capital  of  $60,000,  which  was 
increased  June  16;  1860,  to  $3,000,000 ;  that  the  San  Francisco  City  Water 
Works  was  organized  in  August,  1857,  with  a  capital  stock  of  Sl'500,000, 
which  was  increased  June,  1864,  to  $2,000,000;  that  these  two  companies 
consolidated  in  February,  1865,  with  a  capital  stock  of  $6,000,000;  that  the 
cost  of  the  works  of  both  companies  up  to  that  date  was  $5,551,429.89; 
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that  up  to  that  date  the  Spring  Valley  had  paid  no  dividends,  and  the  San 
Francisco  City  "Water  Works  had  paid  about  $69,000,  with  this  exception 
the  receipts  of  both  companies  have  been  invested  in  the  works;  that  in 
March,  1868,  the  capital  stock  was  increased  to  $8,000,000,  cost  at  that 
time  $7,969,710.36;  that  in  July,  1876,  the  capital  stock  was  increased  to 
$16,000,000,  and  that  the  cost  at  that  date  was  $16,245,659.30." 

Mr.  Pope's  statement  was  verified  by  two  bookkeepers, 
both  as  to  the  computation  and  the  principles  upon  which  the 
cost  was  ascertained,  and  by  Col.  A.  J.  Moulder,  who  stated 
that  he  had  examined  his  report,  and  entirely  coincided  with 
the  method  adopted  by  him,  saying: 

"  In  theory,  I  believe  it  to  be  faultless.  I  discovered  several  errors 
which  amounted  to  $153,825.61,  no  doubt  arising  from  the  haste  in  which, 
the  work  was  done.  The  scope  and  magnitude  of  the  labor  would  reason- 
ably require  some  months  work,  and  Mr.  Pope's  exhibits  are  remarkably 
accurate  for  the  time  allowed  him.  I  have  examined  his  exhibits,  and  re- 
gard '  Exhibit  C '  as  the  correct  mode  of  ascertaining  the  cost.  The  cost 
by  that  exhibit  is  $18,840,202.37,  less  deductions  of  errors  which  I  have 
enumerated,  amounting  to  $153,825.61." 

As  to  the  estimated  value  based  on  cost,  your  committee 
believe  that  while  the  cost  may  be  taken  as  an  element  in  de- 
termining the  value  of  the  works,  yet  it  does  not  go  to  the  ex- 
tent of  furnishing  an  absolute  standard,  for  property  may  be 
worth  twice  as  much  as  it  cost,  or  it  may  be  worth  only  one- 
half  of  what  it  cost. 

COMPARATIVE  VALUE. 

It  was  stated  by  other  persons  who  appeared  before  the 
committee — among  them  Mr.  J.  D.  Walker  and  Col.  Weller 
— that  the  true  way  of  ascertaining  the  value  of  the  Spring 
Yalley  Water  Works  was  to  ascertain  what  it  would  cost  to 
bring  an  equal  supply  from  some  other  source.  Upon  this 
subject  Col.  Gr.  H.  Mendell,  of  the  United  States  Army,  who 
was  employed  by  the  late  Board  of  Water  Commissioners, 
and  who  made  an  elaborate  report  to  them,  stated  to  your 
committee — 

That  it  would  cost  not  less  than  $18,300,000  to  construct  water  work8 
capable  of  supplying  San  Francisco  with  22,000,000  gallons  daily  from 
any  other  source  of  supply  than  Spring  Valley.  That  when  Crystal 
Springs  shall  be  connected  with  the  city  at  an  expenditure  of  $1,000,000, 
the  Spring  Valley  Water  Works  should  be  able  to  supply  Sa,n  Francisco 
with  between  19,000,000  and  22,000,000  gallons  daily.  That  the  cost  of 
increasing  the  supply  from  any  other  source  than  from  Spring  Valley 
would  be  much  greater  than  from  Spring  Valley.  That  with  Calaveras, 
which  he  regarded  as  an  indispensable  adjunct  of  Spring  Valley,  the 
company  could  supply  the  demands  of  1  300,000  people.  That  this  esti- 
mate was  based  upon  the  worst  case  that  could  happen — namely,  its  ca- 
pacity during  two  years  of  drought,  when  they  could  not  get  any  water  at 
all  in  their  reservoirs. 
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The  opinion  of  underwriters  who  have  appeared  before  us 
is  that  Spring  Yallev  affords  a  system  of  protection  against 
fires  uneq  aaled  in  this  country,  and  they  ask  liberal  treatment 
for  the  companv,  so  as  to  encourage  it  in  inereasino-  its  facili- 
ties  to  protect  the  city  against  fire.  The  evidence  is  indis- 
putable that  the  Spring  Yallev  system,  as  Colonel  Mend  ell 
terms  it,  is  the  natural  system  of  supply  for  San  Francisco; 
that'it  possesses  great  advantages  over  any  other  system  that 
could  be  constructed  in  cheapness  of  operation,  in  efficiency, 
and  in  ability  to  meet  the  growing  requirements  of  the  city ; 
also,  in  cheapness  of  increasing  the  supply.  The  problem  of 
supplying'  San  Francisco  with  water  was  a  difficult  one. 
Cities  like  St.  Louis,  Philadelphia  and  Chicago,  on  the  shores 
of  natural  rivers  or  lakes,  have  only  to  rim  a  pipe  into  the 
river  or  lake,  construct  a  distributing:  svstem  of  mains  and 
reservoirs,  and  the  works  are  complete  and  the  supply  un- 
limited. San  Francisco  is  situated  on  a  sandy  peninsula,  far 
distant  from  natural  streams ;  the  seasons  are  dry.  It  was 
necessary  to  construct  immense  artificial  lakes,  capable  of 
storing  three  years'  supply,  and  connect  them  with  the  city 
by  expensive  pipe-lines  and  aqueducts.  The  project  required 
great  enoineerino;  skill,  enero-v  and  foresight.  The  works 
have,  ever  since  their  construction,  protected  this  wooden  city 
from  fire. 

In  view  of  these  facts,  your  committee  believe  that  the 
property  should  be  valued  as  a  comprehensive  system  of 
water  works,  constructed  for  and  adapted  fully  to  this  partic- 
ular purpose. 

The  rule  of  valuation  that  applies  to  all  properties  is  the 
rule  of  comparison.  If  a  man  wishes  to  purchase  a  mill  site 
and  mill  he  ascertains  what  similar  property,  with  equal  ad- 
vantages in  location,  proximity  to  market,  etc.,  will  cost.  All 
property  depends  upon  the  purposes  for  which  it  is  or  may  be 
used  and  adapted  for  its  value,  and  if  it  is  especially  suited  to 
the  purpose  to  which  it  is  put  it  has  an  additional  value.  If 
this  rule  should  be  applied  to  the  Spring  Yallev  Works,  it  is 
demonstrated  by  Colonel  MendelTs  statement  that  they  are 
worth  at  least  818,399,200,  less  81,000,000,  the  amount  neces- 
sary to  utilize  Crystal  Springs  Lake ;  but  your  committee  are 
of  the  opinion  that  whilst  it  can  not  be  claimed  that  there  is 
no  other  scheme  with  the  cost  of  which  Spring  Yallev  can  be 
compared — for  there  are  many  which  are  practicable — still, 
the  distance  and  the  difficulties  to  be  overcome  in  introducing; 
water  from  other  sources  are  so  great  that  we  do  not  think 
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this  standard  should  be  adopted.  Yet  it  should  be  considered 
in  arriving  at  a  valuation.  We  have,  therefore,  from  the 
foregoing,  live  estimates  of  the  value  of  the  Spring  Valley 
Water  Works: 

1st.    The  market  value  of  the  stock,  $94  per  share, 

with  the  debts  added,  making  $11,520,000 

2d.    The  par  value  of  the  stock,  with  debts  added, 

making   12,000,000 

3d.    The  offer" the  Spring  Valley  Company  made  in  • 
1877,  of  $13,250,000,  to  which  is  to  be  added 
$500,000,  being  the  cost  <_»f  construction  since 
that  time.   13,750,000 

4th.  The  cost  of  the  work  as  per  Pope's  report,  veri- 
fied by  Colonel  Moulder   18,086,376 

5th.  The  amount  that  it  would  cost  to  introduce  22,- 
000,000  gallons  daily  into  San  Francisco  from 
sources  of  supply  other  than  Spring  Valley, 

as  per  Colonel  Mendellte  statement   18,399,200 

From  which  is  to  be  deducted   1,000,000 

That  being  the  amount  necessary  to  expend 
in  connecting  Crystal  Springs  Lake  with  the 
city,  in  order  to  make  the  supply  of  Spring 
Valley  equal  to  22,000,000  gallons  daily. 
Balance   $17,399,200 

Which  of  the  foregoing  estimates  is  correct  ?  The  fact  is, 
there  is  no  absolute  standard  of  value,  and  the  only  way  is  to 
take  all  the  estimates  named  into  consideration,  and  thus 
arrive  at  a  conclusion  as  to  the  value  of  the  works.  Your 
committee  are  of  the  opinion  that  the  true  value  of  the  works 
should  be  fixed  at  some  point  between  $12,000,000  and  $17,- 
000,000,  the  former  sum  being  too  low  and  the  latter  too 
high ;  but  they  differ  as  to  the  precise  value,  and  deem  it  un- 
necessary to  fix  it,  for  the  reason  that  their  only  duty  is  to 
ascertain  whether  or  not  the  present  income  of  the  company 
is  unreasonable.  Your  committee  have  already  assumed  that 
a  revenue  of  between  8  and  10  per  cent.,  upon  a  fair  valua- 
tion of  the  works,  in  addition  to  operating  expenses,  is  not 
unreasonable,  and,  as  we  have  already  shown,  the  company  is 
at  present  realizing  a  net  revenue  of  8  per  cent,  upon  $11,- 
974,000,  9  per  cent,  upon  $10,650,000,  and  10  per  cent,  on 
$9,580,000.  It  appears  clearly,  then,  that  neither  of  these 
amounts  equals  even  the  lowest  limit  which  can  be  placed 
upon  the  value  of  Spring  Valley — viz :  $12,000,000. 

DISCRIMINATION  UNDER  OLD  LAW. 

The  next  question  to  determine  is,  whether  the  burden  is 
equally  apportioned;  in  other  words,  whether  or  not  any  dis- 
crimination exists.    Under  the  law  prior  to  the  new  Constitu- 
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tion,  the  company  was  compelled  to  furnish  water  free  to  the 
city  for  all  municipal  purposes,  and  during  the  last  20  years 
it  has  collected  from  the  city  about  86,000.  In  other  words, 
the  whole  burden  of  the  annual  cost  of  supplying  San  Fran- 
cisco has  fallen  on  about  18,000  rate-payers,  and  they  have 
thus  paid,  not  simply  for  water  used  for  domestic  purposes, 
but  also  for  all  the  water  used  by  the  city  in  its  public  squares 
and  parks,  for  flushing  sewers,  and  protecting  all  the  property 
in  the  city  against  fires.  It  would  certainly  be  a  matter  of 
complaint  if  any  man  or  set  of  men  should  receive  water  free 
whilst  others  were  obliged  to  pay.  It  is  equally  unjust  that 
the  city  should  receive  water  free  whilst  the  18,000  rate-pay- 
ers pay  the  whole  income  of  the  company;  there  is  no  dis- 
crimination more  unfair,  more  unjust.  It  is  a  discrimination 
in  favor  of  the  large  tax-payer,  and  against  the  poor  rate- 
payer. 

So  self-evident  is  this  discrimination,  that  of  all  those  who 
appeared  before  us,  but  one  upheld  the  justice  of  the  present 
system ;  all  the  others  admitted  that  the  city  should  pay,  but 
there  was  one  difference  of  opinion  as  to  what  amount  should 
be  so  paid.  A  few  contended  that  the  city  should  pay  only 
for  the  water  it  actually  used,  but  almost  all  contended  that 
the  city  should  pay  for  protection  against  fires,  not  simply 
for  the  amount  of  water  used  to  extinguish  fires,  but  for  the 
protection  which  property  received,  and  which  reduced  the 
rates  of  insurance,  it  being  claimed  that  the  city  should  pay 
for  water  the  protection  that  water  gives,  just  as  it  pays  for 
lighting  the  streets  or  for  police  protection.  By  most  it  was 
considered  that  the  city  should  pay  at  least  one-half,  and  that 
this  payment  should  be  used  to  reduce  the  rates  to  consumers 
one-half.  These  views  were  presented  by  Claus  Spreckels, 
Esq.,  whose  pecuniary  interests  would,  if  he  had  been  in- 
fluenced bv  them,  led  him  to  a  contrary  opinion,  for  his  prop- 
erty is  in  the  main  supplied  by  artesian  wells,  and  also  by 
Governor  Low,  and  they  were  pressed  with  great  vigor  by 
the  committee  from  the  Ileal  Estate  Protective  Association, 
and  by  manv  others. 

It  is  true  that  Mr.  Hancock  urged  the  point  that  the  obli- 
gation of  the  company  to  furnish  water  to  the  city  free  of 
eharge  was  a  contract,  which  could  not  be  affected  bv  the 
new  Constitution.  But  if  this  be  so,  then  the  entire  section  of 
the  law  in  question,  which  provided  that  the  city  should  have 
water  free,  constituted  the  contract ;  and  as  this  section  also 
provided  that  the  rates  should  be  fixed  by  commissioners — 
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two  to  be  appointed  by  the  city,  two  by  the  company,  and  the* 
fifth  to  be  appointed  by  the  four — it  follows  that,  if  the  law 
constituted  a  contract  and  the  Constitution  could  not  change 
it,  then  this  "board  has  no  right  to  fix  the  rates  at  all.  Your 
committee  have  no  hesitation  in  saying  that  the  law  which 
provided  so  inequitable  a  system  of  apportioning  the  burden 
of  the  water  supply  ought  to  have  been  repealed ;  and  we  are 
advised  by  the  City  and  County  Attorney,  and  by  W.  C. 
Burnett,  ex-City  and  County  Attorney,  and  by  the  Honora- 
ble John  F.  Swift,  that  it  was  repealed  by  the  new  Constitu- 
tion, and  that  under  it  the  city  and  county  is  compelled  to 
pay.  To  those  of  our  wealthy  tax-payers  who  oppose  this 
view,  we  have  only  to  state  our  belief  that  the  continuation 
of  so  unjust  a  system  will  only  result  in  a  clamor  for  the 
purchase  of  water  works  by  the  city,  with  the  view  of  com- 
pelling property  to  pay,  as  it  does  elsewhere,  almost  all  the 
cost  of  the  water  supply,  thus  making  the  rates  to  consumers- 
merely  nominal.  Your  committee  are  not,  however,  prepared 
to  say  that  the  city  should  pay  so  large  a  proportion  as  one- 
half  of  the  annual  cost — conceiving  that  it  would  be  sufficient 
to  fix  the  city's  rates  in  such  a  manner  as  to  pay  about  one- 
fourth  of  the  annual  income  of  the  company,  anfi  reduce  the 
rates  to  consumers  to  that  extent.  We  have,  therefore,  fixed 
the  rates  for  fire-hydrants  and  for  municipal  purposes  so  that 
they  will  yield  this  proportion,  and  have  provided,  in  the 
order  submitted,  that  when  paid  monthly  by  the  city  to  the 
company,  a  reduction  of  25  per  cent,  shall  be  made  upon  the 
bills  of  consumers  for  the  following  month. 

CONCLUSIONS. 

Your  committee  beg  leave,  as  the  result  of  their  labor,  to' 
report  the  following  conclusions : 

First — That  the  principle  which  should  govern  the  regula- 
tion of  rates  is,  that  the  Spring  Yalley  Water  Works  is  en- 
titled, in  addition  to  operating  expenses,  to  a  fair  rate  of 
interest  upon  the  value  of  its  works. 

Second — That  a  fair  rate  of  interest  is  between  8  and  10 
per  cent. 

Third — That  the  income  at  present  derived  from  existing 
rates,  after  deducting  operating  expenses,  does  not  equal  even 
8  per  cent,  upon  the  value  of  the  works. 

Fourth — That  the  old  system  of  collecting  rates,  which 
placed  the  whole  burden  upon  the  rate-payers,  is  unjust  and 
unequitable,  and  is  the  real  cause  of  the  great  dissatisfaction 
with  the  rates. 
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Fifth— That  this  system  has  been  abolished  by  the  new 
Constitution,  and  that,  under  the  new  Constitution,  the  city  is 
compelled  to  pay  for  water  for  all  municipal  purposes. 
.  Sixth — That  the  rates  of  the  city  should  be  fixed  and  estab- 
lished as  to  yield  about  one-fourth  of  the  revenue  of  the  com- 
pany, and  that  the  payments  made  by  the  city  should  not 
increase  the  revenue  of  the  company,  but  should  be  allowed 
upon  existing  rates  to  consumers,  so  as  to  reduce  the  same  25 
per  cent. 

Your  committee  recommend  the  final  passage  of  the  order 
introduced  by  Supervisor  Bayley.  It  establishes  more  uniform 
rates  than  those  at  present  collected  by  the  Spring  Valley 
Company.  It  takes  as  a  basis  the  schedule  of  rates  established 
by  the  commissioners  in  1878,  which  fixed  the  rates  for  family 
uses  only.  As  the  new  Constitution  requires  that  the  Board 
of  Supervisors  should  fix  the  rates  for  all  purposes,  the  rates 
for  different  places  of  business  heretofore  collected  have  been 
added  to  the  schedule.  In  it  the  provision  which  requires  an 
additional  charge  of  twenty-five  cents  for  each  member  of  a 
family  over  five  is  stricken  out.  The  schedule  of  1878  fixed 
a  maximum  in  many  cases  above  the  rates  actually  charged. 

From  this  maximum  the  proposed  ordinance  deducts  20 
per  cent.  Under  the  old  schedule  the  lowest  value  was  $2, 
with  10  per  cent,  off,  or  $1.80.  Under  the  proposed  ordi- 
nance the  lowest  rate  is  $1.60,  or  $1.20  in  case  the  city  pays. 
It  is  also  provided  that  the  city  shall  pay  $15  per  month  for 
hydrants,  $500  per  month  for  the  Grolden  Gate  Park,  and  $7,- 
000  for  the  public  buildings. 

It  is  estimated  that  the  city  will  thus  pay  about  one-fourth 
of  the  revenue  of  the  company,  It  is  provided,  further,  that 
the  amount  thus  paid  by  the  city  shall  de  applied  on  the  bills 
of  all  other  consumers  for  the  succeeding  month  in  such  man- 
ner as  shall  reduce  such  bills  twenty-five  per  cent. 
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THE  CHAIRMAN'S  INDIVIDUAL  VIEWS. 

[The  undersigned,  chairman  of  the  Committee  on  Water  and  Water 
Supplies,  concurs  in  the  majority  report,  anp  begs  leave  to  present  for  the 
consideration  of  the  board  certain  individual  views  which  he  holds  upon 
-the  question.] 

It  is  evident  from  the  evidence  which  has  been  presented, 
that  the  revenue  of  the  Spring  Valley  Water  Works  ought 
not  to  be  reduced,  and  that  the  present  rates  which  yield  this 
revenue  ought  not  to  be  reduced,  except  by  allowing  on  them 
the  25  per  cent,  which  the  city  is  to  pay  the  company  for 
water  used  for  municipal  purposes  under  the  proposed  ordi- 
nance. It  is  true  that  the  company  objects  to  the  ordinance 
introduced  by  the  undersigned,  upon  the  ground  that  it  fixes 
a  maximum  below  some  of  the  rates  now  collected,  and  yet 
does  not  permit  the  rates  now  collected,  where  they  are  below 
that  maximum,  to  be  increased  to  it.  It  is  claimedt  hat  this 
will  reduce  the  present  revenue  considerably. 

The  undersigned,  in  reply  to  this,  says  that  it  has  been  his 
object  to  establish  the  rates  now  actually  collected,  but  as  the 
schedule  of  the  old  commissioners  was  in  some  cases  from  10 
to  20  per  cent,  above  the  rates  actually,  collected,  and  the  rates 
within  the  limit  varied  according  to  circumstances,  it  was 
necessary  to  reduce  the  maximum,  in  order  to  make  the  rates 
as  nearly  uniform  as  possible,  while  it  will  have  the  effect 
of  reducing  some  rates  even  below  the  25  per  cent,  paid  by 
the  city ;  yet  the  undersigned  is  of  the  opinion  that  increase 
of  consumers  will  make  up  the  deficiency.  The  undersigned 
is  further  of  the  opinion,  that  while  the  rates  of  the  proposed 
ordinance  are  at  present  reasonable,  and  will  be  so  for  some 
time,  yet  the  increase  of  population  will  before  many  years  so 
increase  the  revenue  of  the  company  as  to  call  for  a  reduc- 
tion of  rates.  The  income  of  the  company  has  almost  doubled 
within  the  past  ten  years.  The  great  expenditures  of  the 
company  have  been  made,  and  the  foundations  laid  of  a  sys- 
tem of  supply  sufficient  for  the  wants  of  a  population  of  over 
1,000,000  of  inhabitants;  therefore,  comparatively  small  ex- 
penditure in  the  future  will  be  necessary  to  meet  the  future 
wants  of  our  city.  Thus,  for  instance,  an  expenditure  of  $1,- 
000,000  additional,  in  connecting  Crystal  Springs  Lake  with 
the  city,  will  give  a  supply  sufficient  for  300,000  more  people. 

If,  then,  the  population  increases  during  the  next  ten  years 
as  it  has  during  the  past,  the  present  rates  will,  if  maintained, 
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largely  increase  the  revenue  of  the  company,  and  at  the  end 
of  ten  years  be  double  what  it  now  is.  It  is  obvious  that 
such  an  income  will  be  unreasonable  and  excessive,  and  in 
view  of  the  experience  of  almost  every  community  as  to  the 
aggressive  nature  of  corporate  wealth,  I  deem  it  just  to  the 
community  to  give  now  my  opinion  as  to  the  limit  of  the 
revenue  of  the  company,  so  that  when  it  is  reached  the  rates 
may  be  reduced  and  kept  within  a  reliable  and  definite  valu- 
ation of  the  property.  The  question  then  is,  what  is  a  fair 
limit  'as  to  interest  and  value  ?  The  majority  were  of  the 
opinion  that  the  limit  should  be  between  8  and  10  per  cent. 
I  am  of  the  opinion  that  it  should  be  9  per  cent.  Next,  as  to 
the  value,  five  different  estimates  are  presented  in  the  ma- 
jority report,  the  lowest  based  on  the  market  value  of  the 
stock,  being  $11,520,000,  the  highest  based  on  cost,  being 
$18,686,376,  the  conclusion  of  the  committee  being  that  the 
works  were  worth  more  than  $12,000,000,  and  less  than  $17,- 
399,200. 

As  stated  in  the  report,  there  is  no  exact  standard  of  value. 
The  only  way  is  to  take  all  the  estimates  into  consideration 
and  thus  arrive  at  a  conclusion.  Taking  the  five  estimates 
and  adding  them  together,  and  dividing  by  five,  makes  the 
average  $14,671,115.  I  ani  therefore  of  the  opinion  that 
$14,500,000  is  as  low  a  valuation  as  should  be  placed  upon 
this"  property.  To  this  should  be  hereafter  added  such  sums 
as  the  company  may  expend  in  the  construction  and  extension 
of  its  works  when  future  action  is  necessary.  This  de- 
termines the  value  and  protects  the  people  by  preventing  a 
fictitious  increase  in  value  of  the  works,  simply  based  on  an 
increase  of  revenue,  which  would  certainly  be  the  case  in  the 
future  if  a  basis  of  value  is  not  established. 

I  am  of  the  opinion,  therefore,  that  the  rates  fixed  in  the 
proposed  ordinance  should  remain  as  they  are,  until  the  in- 
come of  the  company  equals  an  amount  sufficient  to  pay  the 
operating  expenses  of  the  company,  9  per  cent,  on  a  valuatiou 
of  $14,500,000,  and  9  per  cent,  upon  such  further  sums  as 
the  company  shall  expend  hereafter  in  the  construction  and 
extension  of  its  works.  The  amount  so  expended  can  be 
ascertained  every  year  by  the  board,  and  made  a  matter  of 
record  in  the  Municipal  Reports.  My  belief  is,  that  by  thus 
placing  the  works  of  the  company  upon  a  fair  basis  of  value, 
and  providing  that  the  increase  in  population  and  consumers 
shall  tend  toward  a  reduction  of  rates,  when  the  income  of 
the  company  shall  equal  a  certain  amount,  the  increase  in  the 
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number  of  consumers  will,  after  the  limit  has  been  reached, 
gradually  diminish  the  rates  instead  of  increasing  the  revenue 
of  the  company. 

CHAKLES  A.  BAYLEY. 


STETSON'S  MINORITY  REPORT. 

Supervisor  Stetson  submitted  the  following  minority  re- 
port: The  undersigned,  a  minority  of  your  Committee  on 
Water  and  Water  Supplies,  beg  respectfully  to  represent 
that  they  report  their  conclusions  as  to  the  rates  to  be 
charged  consumers  for  water  supplied  during  the  year  end- 
ing July  1,  1881,  by  any  individual,  corporation,  company 
or  association  engaged  in  supplying  water  to  the  inhabitants 
of  this  City  and  County,  and  to  report  in  favor  of  the  final 
passage  of  the  order  introduced  by  Supervisor  Stetson,  pro- 
viding for  establishing  rates  at  twenty  per  cent,  less  than 
the  present  rates  collected,  which  has  been  heretofore  passed 
to  print  by  your  honorable  Board,  as  we  believe  that  the 
proposed  rates  will  afford  the  Spring  Valley  Water  Works  a 
fair  and  just  revenue,  as  well  as  relieve  the  rate-payers  and 
afford  them  such  reduction  as  was  expected  from  the  im- 
plied promise  exacted  from  the  members  of  this  Board  in 
the  platform  which  they  assented  to  prior  to  their  election. 
But  beyond  this  question  of  duty,  it  appears  that  the  reduc- 
tion proposed  is  one  that  can  be  easily  determined  by 
the  rate-payers,  and  commends  itself  particularly  from  this 
fact — because  it  insures  a  uniform  collection  of  rates  and 
prevents  any  distinction  being  made.  The  question  raised, 
that  the  order  referred  to  does  not  fix  and  establish  rates, 
deserves  no  consideration,  for  it  is  understood  to  be  a  legal 
axiom  that  any  proposition  is  certain  which  can  be  made 
certain,  and  the  provisions  of  this  order  provides  to  a  cer- 
tainty the  amount  hereinafter  to  be  paid  by  any  rate-payers 
as  twenty  per  cent,  less  than  the  amount  heretofore  paid. 
In  the  consideration  of  this  matter  we  believe  that  it  is  all- 
important  that  the  reduction  proposed  by  this  order  should 
be  made,  for  while  the  figures  and  estimates  of  expenditure 
on  the  part  of  the  Spring  Valley  Water  Company  were  pre- 
sented and  considered,  vet  it  has  not  convinced  us  that  with 

J  V 

THE  INCREASED  REVENUE 

Consequent  on  the  growth  of  this  City,  that  the  dividends 
could  possibly  be  reduced  to  a  lower  figure  than  seven  per 
cent,  on  its  stock,  and  while,  to  some  extent,  this  business 
must  be  classed  hazardous,  yet  it  is,  as  a  business,  on  more 
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secure  basis  as  to  income  than  any  other  that  can  be  cited, 
for  it  has  assured  to  it  all  the  inhabitants  of  the  City  and 
County  as  consumers,  with  no  competition  to  speak  of,  ex- 
cept a' few  artesian  wells,  and  any  supply  from  such  sources 
is  limited  to  an  extent  which  places  them  out  of  the  con- 
sideration of  rival  competitors;  therefore,  we  do  not  believe 
that  any  special  consideration  should  influence  your  honor- 
able Board  to  consider  the  business  of  supplying  water  by 
reason  of  its  being  a  hazardous  business,  entitled  to  a 
greater  rate  of  interest  than  could  be  expected  from  any 
other  business  subject  to  competition  which  requires  skill, 
capital  and  ability,  and  which  is  constantly  subject  to  and 
experiences  not  alone  fluctuations,  but  the  more  incisive  en- 
ergetic influences  of  competitive  business  rivals  in  obtain- 
ing custom  and  trade.  In  our  opinion  the  assured  custom 
and  consumption  of  water  is  a  guarantee  to  the  Spring 
Valley  Water  Company,  that  places  its  stock  as  one  of  the 
most  safe,  secure  and  reliable  investments  that  could  be  de- 
sired at  seven  per  cent. ,  or  even  less,  and  preferable  to  any 
bonds,  whether  United  States,  State,  or  County,  bearing- 
four  or  five  per  cent,  interest.  It  must  be  apparent,  how- 
ever, that  the  idea,  that  under  the  new  Constitution  this 
City  and  County  is  required  to  pay  for  all  the  water  used  for 
municipal  purposes,  is  untenable,  for  after  a  very  tedious 
and  protracted  litigation,  it  was  finally  determined  by  the 
Supreme  Court  that  the  City  and  County  was  entitled  to 
water  free  of  charge  for  the  extinguishment  of  fires,  for 
sprinkling  streets  and  for  flushing  sewers,  and  for  the  public 
parks  and  squares.  This  obligation  on  the  part  of  the 
Spring  Valley  Water  Company  is  in  the  nature  of  a  contract, 
which  under  a  provision  of  the  new  Constitution  remains  in- 
violate, in  full  force  and  effect,  while  the  other  provisions  of 
the  Constitution,  which  provide  for  the  fixing  of  rates  for 
water  supplied  to  any  City  and  County,  etc.,  or  the  inhab- 
itants, is  and  must  be  construed  for  those  purposes  only  for 
which  the  City  and  County  is  not  exempt  by  reason  of  any 
contract  or  other  obligation;  in  other  words,  the  right  of 
the  City  and  County  to  free  water  foi  the  purposes  named, 
as  decided  by  the  Supreme  Court,  is,  in  our  opinion, 

A  VESTED  EIGHT  WHICH  CAXXOT  BE  ALIENATED. 

The  uses  for  which  water  must  be  paid  by  the  city  and 
county  are,  when  used  in  our  public  buildings,  hospitals, 
jails,  etc:  this  allowance  is  in  addition  to  the  amounts  to 
be  collected  from  the  rate-payers,  and  without  knowing 
positively  as  to  what  amount  the  city  and  county  would  be 
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required  to  pay  under  this  order,  as  the  amount  to  be  paid 
would  be  based  o;i  the  quantity  used,  it  is  probably  correct 
to  say  that  it  will  not  exceed  $8500  per  month — the  amount 
for  which  bills  have  been  presented  heretofore  by  the 
Spring  Valley  Water  Company  for  those  purposes.  To 
the  extent,  therefore,  of  the  cost  of  water  actually  used  for 
these  purposes  the  city  and  county  should  pay,  and  in  our 
opinion,  that  is  all  that  property  should  be  taxed  or  com- 
pelled to  pay;  and  for  the  important  privilege  that  the 
Spring  Valley  Water  Company  enjoys,  it  is  but  just  to  the 
taxpayers  that  water  used  for  the  extinguishment  of  fires 
and  for  public  streets,  our  parks  and  squares,  should  be 
furnished  free;  the  inhabitants,  the  consumers,  paying  for 
the  water  used  by  them  according  to  the  rates  established. 
There  are  many  important  questions  bearing  upon  the  value 
of  the  Spring  Valley  Water  Works  which  we  refrain  from 
presenting,  as  to  our  minds  no  convincing  or  conclusive 
estimate  of  their  value  can  be  determined  from  the  investi- 
gations had  during  the  past  few  months,  but  we  concur  in 
believing  that  it  should  be  made  the  subject  of  intelligent, 
scientific  and  comprehensive  inquiry,  so  that  a  basis  of 
valuation  can  be  arrived  at  and  determined  by  this  Board, 
and  this  can  only  be  arrived  at,  in  our  judgment,  by  the 
appointment  of  competent  and  experienced  persons  as  ap- 
praisers, who  could  also  bring  to  the  performance  of  such 
labor  intelligent  conception  of  the  value  of  said  water  works, 
based  on  the  property  itself  and  the  uses  to  which  it  is  de- 
voted. While  it  must  be  acknowledged  that  San  Francisco 
depends  for  her  main  supply  of  water  simply  from  cach- 
ments  and  storage  of  the  rainfall,  rendering  it  necessarily 
expensive,  yet  it  is  evident  that  as  the  population  increases 
year  by  year  there  can  be  no  judicious  exercise  of  power  in 
the  public  interests  to  prevent  an  increase  of  the  capital 
stock,  unless  the  valuation  of  the  present  system  is  deter- 
mined and  certain  principles  adopted  to  prevent  a  fictitious 
increase,  and  to  ascertain  and  base  any  increase  of  their 
value  by 

THE  ADDITIONAL  AMOUNTS  EXPENDED. 

Without  that  or  some  such  action  be  had,  and  the  ques- 
tion determined,  it  is  unnecessary  to  state  that  it  is  safe  to 
presume  that  the  Spring  Valley  Water  Works  will  increase 
their  capital  stock  whenever  increased  consumption  and 
revenue  will  afford  an  opportunity,  so  as  to  justify  an  appeal 
against  any  reduction  of  rate  depriving  them  of  a  reason- 
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able  rate  of  interest  upon  their  increased  capital  stock  based 
on  their  own  valuation  of  their  property.  And  in  the  future 
this  appeal  will  bear  as  liberal  a  construction,  owing  to  the 
increase  of  the  value  of  their  property,  as  any  argument 
they  have  already  presented. 

In  presenting  these  views  in  somewhat  of  a  crude  shape, 
the  minority  of  your  committee  desire  to  state  that  they  are 
impressed  with  the  importance  and  the  value  of  the  Spring 
Valley  Water  Works  as  the  means  by  which  that  all-impor- 
tant necessity,  water,  is  supplied  for  the  use  of  this  city  and 
county,  and  the  further  necessity  for  the  protecting  and 
ensuring  to  said  company  a  fair  and  reasonable  revenue,  so 
as  to  render  its  stock  a  desirable  investment,  and  by  these 
means  to  encourage  the  efficient  keeping  of  its  works  and 
its  sources  of  supply  for  the  protection  of  the  health  and 
requirements  of  this  community  as  well  as  to  render  its 
business  profitable  and  desirable.  Entertaining  these  views, 
and  believing  that  wise  and  judicious  action  on  the  part  of 
this  Board  ought  to  be  had  in  the  solution  of  this  matter, 
and  that  no  power,  however  absolute,  should  be  exercised 
to  oppress,  or  to  limit,  or  to  check  in  any  manner  the  oper- 
ations of  said  company  by  a  reduction  of  the  rates  to  an 
unfair  or  unreasonable  return  on  the  amount  invested ;  yet, 
after  mature  consideration,  we  reiterate  our  belief  that  the 
order  providing  for  a  reduction  of  20  per  cent,  on  the 
amount  now  collected  would  be  equitable  and  just,  alike  to 
the  company  and  the  people,  whose  interests  are  mutually 
concerned. 

Jas.  B.  Stetson. 


A  STATEMENT 

By  the  Chairman  of  the  Water  Committee  of  the  principles 
which  should  govern  the  fixing  of  Water  Hates. 

At  the  meeting  of  the  Board  of  Supervisors,  on  Tuesday 
evening,  Jane  1,  1880,  Bayley's  water-rate  ordinance  being 
under  discussion,  its  author  made  the  following  remarks: 

The  fixing  of  water  rates  has  engaged  the  attention  of  this 
board  for  several  months,  and  it  has  seemed  almost  impossi- 
ble for  us  to  arrive  at  a  conclusion.  We  have  invariably  in- 
vited the  public  and  the  press,  and  latterly,  since  the  publi- 
cation of  adverse  criticisms  by  two  of  the  journals  of  this 
city,  have  specially  invited  the  gentlemen  of  the  press  in  or- 
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der  to  place  before  us  such  information  of  which  they  might 
be  cognizant  as  would  be  in  the  interest  of  this  community. 
After  waiting  patiently  for  more  than  two  hours  without  a 
person  appearing,  the  committee  adjourned.  I  do  not  pro- 
pose to  take  up  any  time  in  discussing  the  motives  of  jour- 
nalists who  are  so  ready  to  criticize,  but  tail  to  face  the  issue 
as  individuals  when  requested  in  the  interest  of  the  public. 
The  questions  involved  in  the  consideration  of  the  subject 
matter  have  been  the  determination  of  the  value  of  the  Spring 
Valley  Water  Works,  the  income  to  which  the  company  is 
reasonably  entitled,  and  how  that  revenue  shall  be  collected. 
The  most  difficult  of  solution  has  been  the  valuation  of  the 
works.  Several  measures  of  value  have  been  suggested, 
such  as  the  market  value  of  the  stock  and  indebtedness,  its 
par  value  and  debts,  the  offer  of  sale  by  the  company  to  the 
city  in  1877,  the  cost  of  the  works,  the  cost  of  a  system  equal 
in  supply  and  resources.  None  of  these  measures  seemed  to 
afford  an  absolute  standard,  and  we  have  been  unable  to 
agree  upon 

A  DEFINITE  BASIS  OF  VALUATION. 

The  necessity  of  establishing  such  a  basis  for  the  protection 
of  the  people  in  the  future,  so  that  an  increase  of  population 
shall  tend  to  a  reduction  of  rates,  must  be  apparent  to  all, 
and  was  heartily  concurred  in  by  my  friend  from  the  Twelfth 
in  his  minority  report,  but  he  evidently  refuses  to  assume  the 
responsibility,  and  suggests  the  appointment  of  appraisers  to 
do  that  which  I  believe  to  be  the  duty  of  this  board  to  do. 
This  city  has  already  expended  vast  sums  of  money  in  the 
investigation  of  that  subject,  and  it  has  been  reported  upon 
elaborately  by  two  of  the  best  known  and  most  eminent  civil 
engineers  of  this  country,  Scowden  and  Mendell.  All  the 
details  have  been  examined  into,  and  the  cost  of  every  avail- 
able source  of  supply  on  this  peninsula,  and  within  a  radius 
of  200  miles  ascertained.  It  remains,  then,  for  us,  acting  in 
a  judicial  capacity  and  having  before  us  all  the  necessary  evi- 
dence, to  enable  us  to  arrive  at  a  satisfactory  and  intelligent 
conclusion  to  determine  the  value  of  this  property.  Accord- 
ing to  Colonel  Mendell's  evidence  the  cost  of  the  Blue  Lake 
scheme,  which  was  considered  the  most  acceptable,  was  esti- 
mated at  $18,399,000  for  a  daily  supply  of  22,000,000  gallons. 
With  an  additional  expenditure  of  $1,000,000  the  Spring 
Vnlley  system  can  afford  an  equal  volume,  and 

THE  SUPPLY  CAN  BE  INCEEASED  AT  A  LESS  COST 

Than  from  any  other  source.  Now,  then,  what  is  the  true 
measure  of  value?    Certainly  not  the  market  value  of  a 
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stock  which  fluctuates  from  various  causes:  certainly  not  the 
par  value  of  a  stock  which  may  be  increased  to  any  amount; 
certainly  not  the  cost,  which  may  be  either  more  or  less  than 
the  value  of  the  property;  nor  can  the  offer  of  the  company, 
made  under  conditions  that  threatened  its  very  existence,  be 
deemed  a  proper  valuation;  but,  in  my  opinion,  the  value  of 
property  should  be  based  upon  its  adaptation  to  the  uses  for 
which  it  is  designed,  as  a  comprehensive  whole,  and  upon  a 
comparison  of  what  the  cost  would  be  of  similar  property 
adapted  to  the  same  uses  and  equal  in  every  respect;  and 
that  I  believe  to  be  the  orrfy  proper  standard.  However,  in 
order  to  be  able  to  agree  upon  some  basis,  I  suggested  an 
average  of  the  various  modes,  and  the  amount  arrived  at  was 
$14,500,000,  which  I  deem  to  be  a  reasonable  and  fairly  just 
valuation  of  the  works.  A  good  deal  of  stress  has  been  laid 
upon  the  assertion  of  parties  that  the  Spring  Yalley  Water 
Works  have  not  cost  more  than  from  one-fourth  to  one-half 
of  what  the  company  represents.  Even  were  that  true,  how 
does  it  affect  value?  It  certainly  does  not  in  any  other  case. 
Let  us  take,  as  an  example,  the  property,  consisting  of  two 
50-vara  lots,  upon  which  stands  the  Lick  House  to-day.  That 
was  purchased  by  the  late  James  Lick  in  1847  for  the  sum  of 
$16.  Would  that  fact  determine  its  present  value?  Why 
should  the  Spring  Valley  Water*  Works  not  be  entitled  to 
the  same  increase  of  value  that  is  not  denied  to  others  ? 
Much  of  its  property  was  purchased  many  years  ago,  and  has 
since  continually  advanced  in  value,  and  must  possess,  neces- 
sarily, a  still  greater  value  in  consideration  of  the  uses  to 
which  the  propert)  has  been  applied;  and  when  we  consider 
the  relation  the  company  bears  to  the  prosperity  of  this  city, 
it  may  be  deemed  invaluable,  and  no  adequate  measure  can 
be  established.  As  to  the  income  to  which  the  company  is 
reasonably  entitled,  the  evidence  has  been  ample  to  show 
that  the  business,  being  of  a  hazardous  nature,  should  re 
ceive  a  higher  rate  of  interest  than  a  business  which,  as  my 
friend  from  the  Twelfth  claims,  requires  skill  and  capital  in 
its  management,  and  is  subject  to  competition  and  the 

FLUCTUATIONS  OF  THE  MAKKET. 

The  company  in  its  management  is  limited  in  its  resources 
and  income,  but  a  merchant  doing  business  for  years  upon  a 
low  rate  of  interest  derives  the  benefit  of  a  rise  in  the  market 
value  of  his  merchandise  as  exemplified  in  the  ease  of  iron, 
i  a  few  months  ago,  which  enhanced  the  value  of  stocks  held 
200  per  cent.  The  views  of  a  majority  of  capitalists  and 
business  men  who  appeared  before  us  were  that  from  8  to  12 
G 


82 


per  cent,  was  a  reasonable  rate  of  interest,  plus  the  operating 
expenses.  Mr.  Fitch,  of  the  Bulletin,  in  one  of  his  articles, 
states  that  8  percent,  upon  an  85  cent  stock  is  too  much. 
Now,  I  should  like  to  know  what  better  evidence  would  be 
required  by  any  one  disposed  to  do  justice  as  between  man 
and  man,  than  the  fact  that  a  stock  paying  8  per  cent,  upon 
its  par  value  is  only  selling  in  the  market^ (and  money  wait- 
ing to  be  invested  at  much  lower  rates)  at  85  cents  upon  the 
100,  which  makes  the  real  rate  about  per  cent.  If  it 
prove  anything  it  proves  that  9J  per  cent,  is  deemed,  by 
capitalists  who  make  investments  of  that  nature  a  profession 
and  a  business,  a  reasonable  rate  of  interest  upon  such  prop- 
erty. And  when  we  go  abroad  where  the  usual  rates  range 
from  2J  to  5  per  cent,  as  in  London,  we  find  the  company  is 
allowed '10  per  cent.,  and  that,  too,  where  the  conditions  are 
all  in  favor  of  the  companies.  If  8  per  cent,  is  too  much  to 
be  allowed  upon  an  85  stock,  it  would  be  selling  for  par,  or 
as  much  above  par  as  the  rate  of  interest  was  in  excels. 
That  can  be  easily  demonstrated  by  referring  to  other  stock 
companies  doing  business  in  our  midst.  The  rate  of  interest 
in  the  market  is  exactly  in  proportion  to  the  security  obtain- 
ed and  the  risk  incurred,  and  the  value  of  a  company's  stock 
is  in  proportion  to  the  rat<4  of  interest  paid  and  risks  incur- 
red. These  are  financial  axioms  wThich  cannot  be  success- 
fully controverted,  and  which,  without  any  other  evidence, 
should  enable  business  men  to  arrive  at  a  just  conclusion, 
and  therefore  I  believe  that  9  per  cent,  is 

A  FAIR  AND  REASONABLE  RATE  OF  INTEREST 

for  the  company  to  receive,  plus  operating  expenses. 

If  we  were  to  adopt  Mr.  Fitch's  plan  of  taking  the  market 
value  of  the  stock  and  paying  six  per  cent,  upon  that,  it  would 
amount  to  practical  confiscation,  for  every  succeeding  board 
would  have  to  place  a  lower  value  in  accordance  with  the 
decline  of  the  stock,  and  ultimately  the  stock  would  be  val- 
ueless. I  do  not  believe  that  the  public  expect  anything  of 
the  kind.  Among  many  of  our  best  citizens,  men  who  pay 
large  taxes,  will  be  found  persons  who  have  invested  in  this 
property,  assured  of  its  safety  and  looking  to  a  reliable  rev- 
enue upon  the  investment.  It  would  appear  that  they  have 
some  rights  which  should  be  respected, ^and  I  don't  propose 
to  arbitrarily  take  such  action  as  will  destroy  the  value  of 
their  property.  The  high  rates  heretofore  paid  by  ratepay- 
ers have  in  a  great  measure  been  caused  by  the 

UNJUST  SYSTEM  OF  DISCRIMINATION, 

now  happily  abolished  by  the  new  Constitution,  and  accord" 
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ing  to  the.  opinion  of  Jegal  minds  the  city  will  no  longer  be 
deadheaded  at  the  expense  of  consumers,  and  a  more  equit- 
able distribution  of  the^urden  be  inaugurated.  Free  water  is 
a  snare  and  a  delusion,  and  is  solely  in  the  interest  of  prop- 
erty. The  water  furnished  to  the  city,  and  the  increased 
necessary  expenditures  of  the  company  for  fire  protection, 
in  the  matter  of  the  number  of  reservoirs,  and  their  altitude, 
for  the  required  pressure,  the  increase  in  the  size  of  their 
mains,  all  add  to  a  considerable  extent  to  the  cost  of  water 
for  which  the  company  must  be  compensated  in  some  form, 
and  therefore,  if  not  remunerated  by  the  city,  must  inevita- 
bly be  added  to  the  rates  of  consumers.  If  half  the  people 
of  the  city  were  from  some  cause  entitled  to  receive  their 
water  free,  it  would  follow  as  a  matter  of  course,  that  the 
rates  of  the  other  half  would  be  doubled.  Out  of  a  list  of  98 
cities  in  these  United  States,  75  are  paying  directly  for  the 
water  used  for  all  municipal  purposes  and  the  extinguish- 
ment of  fires.  In  one  instance,  property  is  taxed  twenty-five 
cents  on  the  $100,  and  pays  all  the  cost  of  the  water. 


WATER  RATES. 


Comparison  Between  the  present  Charges  and  those  fixed  by 
the  Bay  ley  ordinance. 

The  following  are  the  present  water  rates  fixed  by  the 
commissioners  in  1878,  under  the  law  of  1858,  and  also  the 
rates  under  the  new  constitution  as  established  by  the  Bayley 
ordinance,  which  passed  the  Board  of  Supervisors  Tuesday 
evening.  It  will  be  observed  that  the  rates  for  stores,  ete.? 
are  fixed  in  the  Bayley  ordinance,  which  do  not  appear  in  the 
commissioners'  schedules.  This  arises  from  the  fact  that 
under  the  new  Constitution  the  Supervisors  fix  all  rates,  while 
under  the  law  of  1858  the  commissioners  fixed  only  the  rates 
for  family  uses,  leaving  the  Company  the  power  to  fix  its  own 
rates  for  all  other  purposes : 


COMMISSIONERS'   SCHEDULE,  1878. 


One 

Two 

Three 

Four 

Five 

SQUARE  FEET. 

Story. 

Stories. 

Stories. 

Stories. 

Stories. 

600  to  700  

$2  00 

$2  00 

$2  25 

$2  50 

$2  75 

700  to  800  

2  00 

2  25 

2  50 

2  75 

3  00 

800  to  900  

2  25 

2  50 

2  75 

3  00 

3  25 

900  to  1,000  

2  50 

2  75 

3  00 

3  25 

3  50 

Note.  —  No  single  rate  less  than  $2.00.  For  all  houses  of  one  story  in 
hight,  covering  a  greater  area  than  1,000  square  feet,  there  shall  be  added 
twenty-five  (25)  cents  for  each  200  square  feet,  and  for  each  additional 
story  the  farther  sum  of  twenty-five  (25)  cents.  Water  rates  are  due  and 
payable  monthly,  in  advance ;  when  so  paid,  a  discount  of  ten  per  cent,  on 
rates  is  allowed. 

Sec.  2.    Families  of  more  than  five  persons  shall  be  charged  for 
each  person  above  that  number  $0  25 

Sec.  3.    Bathing  Tubs,  in  private  houses,  for  each  tub   1  00 

In  public  houses,  boarding-houses,  bathing  establishments,  and 
barber  shops,  each   2  00 
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Sec.  5   For  Horses  kept  for  private  use,  including  water  for 


washing  one  vehicle : 

For  one  horse   1  00 

Each  additional  horse   50 

8         "        vehicle   1  00 


Sec.  7.  Hose,  for  washing  windows  and  sidewalks,  shall  not  have  a 
nozzle  larger  than  three-eighths  of  an  inch,  and  for  water  used  for  this 
purpose,-  a  charge  may  be  made  in  addition  to  that  made  for  other  uses,  of 
two  cents  per  front  foot  of  the  premises. 

Sec.  8.  Hotels,  etc.  Hotels,  taverns,  and  boarding-houses,  not 
including  water  for  baths,  or  for  uses  without  the  house,  shall  be 


charged  for  each  bed  for  boarders  and  lodgers  within  the  same,  in 

.addition  to  the  rates  for  private  families,   25 

For  each  day  boarder,   20 

Sec.  9.    Lodging  Houses.    In  addition  to  rate  of  family  keeping 
the  house,  for  accommodation  of  each  person  within  the  same. ...  20 

Sec.  10.    Irrigation.    For  gardens  and  grounds  not  more  than 

twenty-five  square  yards  in  area   25 

From  25  to  50  square  yards   50 

From  50  to  75     "         "    75 

From  75  to  100   "         "    1  00 

All  over  100  square  yards,  one  cent  per  square  yard. 

Sec.  11.   "Water  Closets.    For  each  water  closet  for  use  of  public 

houses  or  of  public  buildings   2  00 

For  each  water  closet  for  use  of  private  dwellings   50 


Sec.  13.  Water  furnished  for  any  and  all  other  purposes  not  embraced 
in  the  above,  will  be  supplied  by  meter  at  the  following  rates : 

One  dollar  per  thousand  gallons,  provided  the  monthly  bill  shall  not  be 
less  than  five  dollars. 

Seventy-five  cents  per  thousand  gallons,  provided  the  monthly  bill  shall 
not  be  less  than  ten  dollars. 

Fifty  cents  per  thousand  gallons,  provided  the  monthly  bill  shall  not 
l)e  less  than  fifty  dollars. 

The  Compan}7-  shall  have  power,  in  all  cases,  to  apply  meters  for  the 
purpose  of  discovering  waste,  and,  when  waste  is  found,  to  charge  for  the 
■water  so  wasted  at  meter  rates. 

I.  Friedlander,  \ 

H.  B.  Williams,  / 

Jerome  Lincoln,  )  Commissioners. 

W.  F.  Babcock,  V 

Charles  Webb  Howard,  / 


SCHEDULE  UNDER  BAYLEY  ORDINANCE. 

Order  No  1573,  establishing  water  rates.  The  people  of  the  City  and 
•County  of  San  Francisco  do  ordain  as  follows : 

The  monthly  rate  of  compensation  to  be  collected  by  any  person,  com- 
pany or  corporation,  engaged  in  the  business  of  supplying  water  to  the 
City  and  County  of  San  Francisco,  or  the  inhabitants  thereof,  for  the  year 
•commencing  July  1st,  1880,  and  ending  June  30th,  1881,  are  hereby  fixed 
;as  follows : 
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Section  1.  For  tenements  occupied  by  a  single  family,  covering  at 
ground  surface  of 


One 
Story. 

Two 
Stories. 

Three 
Stories. 

Four 
Stories. 

Five 
Stories. 

600  to  700  ,  

$1  60 

$1  60 

$1  80 

$2  00 

$2  20 

700  to  800  

1  60 

1  80 

2  00 

2  20 

2  40 

800  to  900  

1  80 

2  00 

2  20 

2  40 

2  60 

900  to  1,000  

2  00 

2  20 

2  40 

2  60 

2  80 

Note.  —  No  single  rate  less  than  $1.60.  For  all  houses  one  story  in 
hight,  covering  a  greater  area  than  one  thousand  (1,000)  square  feet,  there 
shall  be  added  twenty  (20)  cents  for  each  additional  200  square  feet  or 
fractional  part  thereof,  and  twenty  (20)  cents  for  each  additional  story. 

Where  a  tenement  is  occupied  by  more  than  one  family  there  shall  be 
charged  in  addition  to  the  foregoing  rates  three-quarters  (%)  of  said  rates 
for  each  additional  family. 

Sec.  2.    Bathing  tubs  in  private  houses.    For  each  tub  $0  80 

In  public  houses,  boarding-houses,  bathing  establishments,  and 
barber  shops,  where  meters  are  not  used,  for  each  tab   1  80 

Sec.  3.    For  horses  kept  for  private  use,  including  water  for 
washing  one  vehicle: 

For  one  horse   80 

Each  additional  horse   40 

Each  additional  vehicle   80 

Sec  4.  Boarding  and  lodging-house,  not  including  water  for 
baths,  water  closets,  and  urinals,  or  for  uses  without  the  house,  shall 
be  charged  for  each  head  for  boarders  and  lodgers  within  the  same, 
in  addition  to  the  rates  for  private  families   20 

For  each  day  boarder   15 

Sec.  5.    Irrigation  for  gardens  and  grounds,  one  cent  per  square  yard. 

Hose  for  washing  windows  and  sidewalks  shall  not  have  a  nozzle  larger 
than  three-eighths  of  an  inch,  and  for  water  used  for  this  purpose  a  charge 
may  be  made,  in  addition  to  that  made  for  other  uses,  not  to  exceed  two 
(2)  cents  per  front  foot. 

Sec  6.   Water  closets.    For  each  water  closet  for  use  of  public 
buildings  ■  $1  60 

For  each  wa.ter  closet  for  use  of  private  dwellings   40 

Sec  7.    Urinals.    For  each  urinal  for  use  of  public  houses  or  of 

public  buildings   40 

For  each  urinal  for  use  of  private  dwellings   20 

Sec  8.    For  water  furnished  for  building  purposes: 

Each  barrel  of  lime  $  37^ 

Each  thousand  brick   25 

Stores,  Banks,  Offices,  Warehouses,  Saloons,  Groceries,  Eating  Houses, 
Barber  Shops,  Butcher  Shops,  Bookbinderies,  Blacksmith  Shops,  Confec- 
tionaries,  Churches,  Halls,  Laundries,  Photograph  Galleries;|Printing  Of- 
fices, Steam  Engines,  Greenhouses,  Markets,  Market  Stalls,  Horse  Troughs, 
Soda  Fountains,  and  other  places  of  business  not  supplied  by  meter,  to  be 
charged  according  to  the  estimated  quantity  used,  from  two  (2)  to  fifteen 
(15)  dollars. 
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Sec.  9.    Bakeries,  according  to  monthly  use  of  flour: 

For  each  twenty-five  barrels  -  $1  50 

Sec.  10.    Water  furnished  for  any  and  all  other  purposes,  not  embraced 

in  the  above,  will  be  supplied  by  meter  at  the  following  rates. 

$0  90  per  thousand  gallons,  provided  the  monthly  bill  shall  be  not  less 

than  five  dollars 

§0  TO  per  thousand  gallons,  provided  the  monthly  bill  shall  be  not  less 
than  ten  dollars. 

£0  50  per  thousand  gallons,  provided  the  monthly  bill  shall  be  not  less 
than  fifty  dollars. 

$0  40  "per  thousand  gallons,  provided  the  monthly  bill  shall  be  not  less 
than  one  hundred  dollars. 

Sec.  11.  The  rates  of  compensation  to  be  collected  for  water  supplied 
to  the  City  and  County  of  San  Francisco  for  municipal  purposes,  shall  be 
as  follows : 

Fifteen  dollars  per  month  for  each  and  every  hydrant  for  fire  purposes 
and  for  flushing  sewers. 

Five  hundred" dollars  per  month  for  water  furnished  to  the  Golden  Gate 
Park. 

Seven  thousand  dollars  per  month  for  water  furnished  to  all  the  public 
buildings. 

In  case  the  rates  or  compensation  hereby  fixed  for  water,  supplied  to 
the  City  and  County  of  San  Francisco  for  municipal  purposes,  shall  be 
fully  paid  monthly,  by  the  said  city  and  county  to  the  Spring  Valley 
Water  Works,  the  same  shall  be  allowed  by  said  corporation,  upon  the 
rates  charged  to  its  consumers,  other  than  the  city  and  county,  for  the 
month  succeeding  the  month  in  which  the  same  are  collected,  and  in  such 
manner,  that  the  rates  to  such  consumers,  for  such  succeeding  month, 
shall  be  diminished  twenty-five  per  cent.,  or  such  proportion  thereof  as 
may  be  collected,  from  said  city  and  county. 

Sec.  12.  All  persons,  companies  or  corporations  supplying  water  as 
aforesaid,  shall  have  power  in  all  cases,  to  apply  meters  for  the  purpose 
of  discovering  waste  or  excessive  use,  and  when  waste  or  excessive  use  is 
found,  to  charge  for  water  so  wasted  or  excessively  used  at  meter  rates. 

Sec.  13.  All  water  rates,  except  meter,  and  city  and  county  rates,  are 
due  and  payable  monthly  in  advance,  and  when  not  so  paid  shall  be  sub- 
ject to  an  addition  of  five  per  cent. 

Meter  and  city  and  county  rates  are  due  and  payable  at  the  end  of  the 
month,  and  upon  meter  rates,  a  deposit  not  exceed  three-fourths  (%)  of  the 
value  of  the  estimated  quantity  of  water  to  be  consumed  may  be  required. 

Meter  rates  if  not  paid  within  ten  days  after  becoming  due  shall  be  sub- 
ject to  an  addition  of  five  per  cent. 

Sec  14.  This  ordinance  fixes  the  maximum  beyond  which  any  person, 
company  or  corporation  shall  not  be  permittted  to  cbarge,  and  this  ordi- 
nance shall  not,  in  case  any  of  the  rates  now  collected  are  below  the  maxi- 
mum here  established,  be  deemed  to  authorize  the  increase  of  such  rates, 
excepting  in  case  of  extension  or  improvement  of  the  premises,  or  increase 
of  water  used. 

And  the  Clerk  is  hereby  directed  to  advertise  this  order  as  required  by 
law. 

In  Board  of  Supervisors,  San  Francisco,  May  17,  1880. 
Passed  for  printing  by  the  following  vote : 

Ayes — Supervisors  Sc'hottler,  Mason,  Litchfield,  Drake,  Whitney,  East- 
man, Fraser,  Taylor,  Doane.  Bayley,  Torrey. 

No— Supervisor  Stetson. 

JXO.  A.  RUSSELL,  Clerk. 


MESSAGE   OF^  THE  MAYOK  APPRO  YING  THE 
BAYLEY  ORDINANCE. 


San  Francisco,  June  10,  1880. 

The  Honorable,  the  Board  of  Supervisors  of  the  City  and 
County  of  San  Francisco — 

Gentlemen:  I  am  aware  that  there  will  be  a  feeling  of 
surprise  on  the  part  of  some,  and  disappointment  on  the  part 
of  others  that  I  do  not  veto  the  Water  Ordinance.  For  the 
benefit  of  such  I  would  say  that 

MY  VETO  COULD  BE  OF  NO  EFFECT. 

The  ordinance  is  already  passed  by  a  sufficient  number  to 
override  it,  and  interposition  on  my  part  would  probably  not 
change  the  result.  I  am  ready  to  frankly  admit,  so  far  as  I 
am  concerned,  that  I  shall  avoid  unnecessary  or  fruitless  an- 
tagonism in  the  future  with  the  Board  of  Supervisors.  No 
anxiety  on  my  part  to  make  a  "record"  can  induce  me  to 
keep  the  city  in  a  perpetual  agitation  on  this  or  any  other 
question.  A  veto  then  being  out  of  the  question,  only  two 
courses  are  left  me.  One  is  to  allow  the  ordinance  to  be- 
come a  law  without  my  signature ;  the  other  is  to  append  my 
signature,  and  give 

MY  REASONS  FOR  SO  DOING. 

This  appearing  to  me  to  be  the  more  honorable  and  manly 
way,  I  herewith  return  the  ordinance  signed,  and  ask  your 
attention  to  some  of  the  considerations  moving  me  thereto. 

I  have  carefully  examined  the  accompanying  ordinance  fix- 
ing water  rates,  and  have  also  read  the  testimony  which  has 
been  presented  to  the  Committee  on  Water,  as  well  as  the 
majority  and  minority  reports  of  that  committee.  The  theory 
upon  which  the  ordinance  is  appears  to  be  based,  is  best 
shown  by  the  conclusions  expressed  in  the  majority  report,  in 
the  following  language: 

First — That  the  principle  which  should  govern  the  regula- 
tion of  rates  is,  that  the  Spring  Yalley  Water  Works  is  en- 
titled, in  addition  to  operating  expenses,  to  a  fair  rate  of 
interest  upon  the  value  of  its  works. 

Second — That  a  fair  rate  of  interest  is  between  8  and  10 
per  cent. 
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Thirdr— That  the  income  at  present  derived  from  existing 
rates,  after  deducting  operating  expenses,  does  not  equal  even 
8  per  cent,  upon  the  value  of  the  works. 

Fourth — That  the  old  system  of  collecting  rates,  which 
placed  the  whole  burden  upon  the  rate-payers,  is  unjust  and 
inequitable,  and  is  the  real  cause  of  the  great  dissatisfaction 
with  the  rates. 

Fifth — That  this  system  has  been  abolished  by  the  new 
Constitution,  and  that,  under  the  new  Constitution,  the  city  is 
compelled  to  pay  for  water  for  all  municipal  purposes. 

Sixth — That  the  rates  of  the  city  should  be  fixed  and  estab- 
lished so  as  to  yield  about  one-fourth  of  the  revenue  of  the 
company,  and  that  the  payments  made  by  the  city  should  not 
increase  the  revenue  of  the  company,  but  should  be  allowed 
upon  existing  rates  to  consumers,  so  as  to  reduce  the  same  25 
per  cent. 

WITH  THESE  COTCLUSIG^S  I  CONCUR 

In  the  main,  except  as  to  the  6th.  I  think  that  the  city 
should  bear  at  least  one-half  of  the  annual  cost  of  supplying 
water  to  San  Francisco  and  its  inhabitants,  and  that  the  rate? 
of  rate-payers  should  be  correspondingly  reduced.  The  rate- 
payers use  water  only  for  domestic  purposes.  The  city  uses 
and  requires  water  not  only  for  its  public  buildings,  but  also 
for  protection  against  fire,  flushing  sewers,  watering  streets, 
and  irrigating  parks.  It  receives  more  than  one  half  the 
benefit,  and  should  pay  at  least  one-half  the  cost.  The  inten- 
tion of  the  new  Constitution  was  to  do  awaTwrth  the  dis- 
crimination in  favor  of  property  which  existed  under  the  old 
system,  for  it  provides  that  the  Board  of  Supervisors  shall  fix 
the  rates  of  compensation  to  be  paid  by  the  city,  as  well  as 
its  inhabitants.  This  was  the  general  construction  when  the 
new  Constitution  was  under  discussion.  Its  justice  has  since 
been  recognized  by  the  community  at  large,  and  has  been  ex- 
pressed in  political  clubs,  and  conventions,  and  in  party  plat- 
forms. For  these  reasons  I  have  been  disposed  to  withhold 
my  signature  from  the  proposed  ordinance,  in  the  hope  that 
your  honorable  bodies  might  reconsider  the  matter  and 

RELIEVE  RATE-PAYER S  STILL  FURTHER 

By  compelling  the  city  at  large  to  assume  its  just  proportion 
of  the  burden.  But  there  would  hardly  be  time  to  consum- 
mate  the  change  before  the  first  of  July,  and  I  judge,  as  I 
have  said,  by  the  majority  by  which  the  ordinance  passed, 
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that  the  views  of  those  who  voted  for  it  would  not  yield  to  my 
suggestions.  I  have  examined  the  ordinance  carefully,  with 
a  view  to  the  objections  which  have  been  urged  against  it,  that 
it  increases  existing  rates,  and,  while  it  ostensibly  provides  for 
a  reduction  of  25  per  cent.,  contingent  upon  the  city's  pay- 
ment, the  real  reduction  will  be  only  15  per  cent. 

A  comparison  with  the  schedule  fixed  by  the  Commission- 
ers in  1878,  and  now  in  force,  shows  that  the  rates  of  the  pro- 
posed ordinance  are  in  most  cases  20  per  cent,  below  those  of 
the  schedule  of  1878,  and  in  no  case  equal  to  them.  Section 
14  prevents  the  increase  of  existing  rates.  *  By  existing  rates,. 
I  understand  the  rates  of  the  schedule  with  the  10  per  cent, 
off.  It  appears,  then,  notwithstanding  the*  schedule  of  1878 
was  above  the  rates  actually  collected,  that  the  proposed  ordi- 
nance 

REDUCES   SOME  KATES,   INCREASES  NONE, 

And  provides  for  a  reduction  of  25  per  cent,  contingent  upon 
the  city's  payment,  and  that  this  reduction  of  25  per  cent.  is. 
upon  existing  rates  after  the  deduction  of  10  per  cent,  has 
been  made.  I  do  not  think  that  any  other  construction  can 
be  made,  and  the  Company  is  bound  by  its  assurance  to  your 
honorable  body  in  its  address,  that  it  intended  to  apply  every 
dollar  that  it  received  from  the  city  to  a  reduction  of  rates. 
It  is,  in  my  opinion,  impossible  for  the  Company  to  escape 
this  construction,  either  in  law  or  honor,  and  I  do  not  think 
it  will  be  ever  attempted.  It  appears,  then,  that  the  objec- 
tions urged  are  untenable,  and  with  the  above  statement  of 
my  opinion,  that  the  city  should  pay  one-half,  instead  of  one- 
fourth,  as  in  the  proposed  ordinance,  I  return  the  bill  with 
my  signature. 

IN  CONCLUSION, 

Permit  me  to  express  some  views  which  may  lead  to  a  solu- 
tion of  the  water  question.  This  subject  has  been  agitated 
for  the  past  five  years,  and  has  resulted  in  injury  to  the  city 
as  well  as  to  the  Company.  It  is  time  that  it  v>as  ended.  It 
is  apparent  that  the  business  of  supplying  water  is  hazardous 
in  its  nature;  that  it  is  subject  to  competition,  contingencies 
and  risks  which  entitle  it  to  a  liberal  rate  of  interest.  It  is 
also  apparent  that  the  Spring  Yalley  Works  are,  as  .the  inves- 
tigations of  the  past  few  years  have  demonstrated,  and  as  Col. 
H.  Mendell  terms  them,  the  natural  system  of  supply  for  San 
•ancisco,  that  although  other  schemes  are  practicable,  yet 
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that  it  would  cost,  as  Col.  Mendell  shows,  as  much  or  more  to 
supply  from  any  other  source,  what  Spring  Yalley  now  sup- 
plies. That  Spring  Yalley  has  sources  of  supply  sufficient  for 
1,300,000  people,  and  that  its  supply  can  be  increased  with 
less  expenditure  than  by  other  schemes.  These  are  great 
natural  and  acquired  advantages  which  give  Spring  Yalley 
great  value.  Of  what  avail,  then,  is  it  to  assert  that  they 
cost  a  trivial  sum,  or  that  they  are  worth  only  an  inconsider 
able  amount,  in  the  face  of  these  facts  ?  What 

FOLLY  TO  QUARREL 

Over  the  difference  between  $11,000,000,  which  the  city  of- 
fered to  give,  ^and  $13,250,000,  which  the  company  offered  to 
take,  when  the  fact  is  indisputable  that  a  duplicate  system  can 
not  be  inaugurated  without  a  probable  greater  expenditure 
than  either  amount  ?  The  value  of  these  works  is  a  fact,  and 
he  community  can  not  deprive  the  Company  of  that  value, 
either  by  assertion  or  regulation,  for  the  Constitution  provides 
that  property  shall  not  be  taken  for  public  use  without  just 
compensation,  and  the  United  States  Supreme  Court  has  de- 
termined that  the  regulation  of  private  property  by  the  public 
must  be  reasonable,  due  regard  being  had  to  value. 

Although  the  Committee  has  determined  that  existing  rates 
do  not  yield  the  Company,  in  addition  to  operating  expenses, 
9  per  cent,  or  even  8  per  cent.,  upon  the  value  of  the  works, 
yet  is  is  apparent  that  within  a  short  time  the  increase  of 
population  will  bring  the  revenue  up  to  that  limit.  We  will 
assume  that  the  Company  continues  to  own  the  works,  and  that 
its  revenue  will  be  sufficient  to  pay  its  operating  expenses  and 
9  per  cent,  upon  the  value  of  the  works.  Now,  if  the  city, 
availing  itself  of  its  great  credit,  should  buy  the  works  and  sell 
its  bonds  therefor,  bearing  interest  at  six  per  cent.,  they 
would  be  taken  at  a  rate  above  par.  The  difference,  then, 
would  be  this — the  Company  would  be  entitled  to  raise  a  rev- 
enue sufficient  to  pay  operating  expanses  and  9  per  cent,  upon 
the  value  of  the  works;  the  city,  if  it  owned  them,  would 
have  to  raise  a  revenue  sufficient  to  pay  operating  expenses, 
and  6  per  cent,  upon  the  value  of  the  works.  Thus 

THE  COMMUNITY  WOULD  SAVE  3  PEE  CENT.  ANNUALLY 

Upon  the  value  of  the  works,  which,  if  the  value  is  $12,000,- 
000,  would  be  $360,000  annually,  or,  if  the  value  is  $14,500,- 
000,  as  the  Chairman  of  the  Committee  values  them,  by  tak- 
ing the  average  of  the  different  estimates,  would  be  $435,000, 
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annually.  This  amount  could  go  into  a  sinking  fund,  which 
would  be  annually  applied  to  the  redemption  of  outstanding 
bonds,  and  thus,  at  the  end  of  a  period  of  years,  the  city 
would  own  the  works  without  raising  any  more  revenue  annu- 
ally than  would  be  raised  by  the  Water  Company  if  it  con- 
tinued to  own  them.  Indeed,  the  burden  of  the  community 
would  gradually  be  reduced,  for,  as  the  bonds  would  be  re- 
deemed, the  city  would  require  less  revenue  from  the  works 
to  pay  its  interest,  and  thus  when  the  bonds  were  fully  paid, 
it  would  only  be  necessary  to  raise  a  revenue  sufficient  to  pay 
operating  expenses. 

BY  THIS  MODE 

The  city  would  acquire  the  works,  and  at  the  same  time  two 
factors  would  be  at  work  to  diminish  the  water  rates,  viz.,  in- 
crease of  population  and  gradual  diminution  of  the  gross 
amount  necessary  to  pay  operating  expenses  and  interest  on 
the  bonds.  I  believe  the  people  are  sick  and  tired  of  a  strife 
which  has  been  kept  up  mainly  by  interested  parties,  and  in 
which  the  people  have  been  the  principal  sufferers.  There  is 
a  straightforward  and  manly  course  to  be  pursued  in  this  mat- 
ter, which  must  commend  itself  to  every  citizen  whose  inter- 
ests do  not  unduly  prejudice  his  judgment.  It  can  not,  cer- 
tainly, be  a  difficult  matter  to  fix  the  value  of  the  Spring 
Yalley  Water  Works.  This  could  be  done  by  a  commission, 
chosen,  one  by  the  city,  one  by  the  Company,  and  a  third  by 
the  two  thus  chosen.  Or,  the  city  and  Company  could  agree 
on 

SOME  UNEXCEPTIONAL  EXPERT, 

Such  as  Hon.  Jas.  B.  Eads,  for  example.  The  decision,  in 
either  case,  to  be  final  and  binding  on  all  parties.  Then 
there  is  one  or  two  honorable  things  for  the  city  to  do: 

The  first  is  to  buy  the  works.  This  proposition  I  have  al- 
ready elaborated.  The  second  is  to  agree  upon  the  rate  of 
interest  the  Company  should  receive  on  its  property.  This, 
as  I  have  shown,  will  depend  on  the  certainty  and  security  of 
payment.  No  doubt  the  Company  would  consider  6  per  cent., 
under  some  circumstances,  a  better  rate  of  interest  than  10 
per  cent,  under  the  present.  But  when  the  rate  is  fixed,  then 
let  a  tax  be  levied  on  property,  as  it  is  everywhere  else,  for 
the  payment  of  at  least  one-half  the  amount,  and 

THUS  REDUCE  THE  PRICE  OF  WATER 

To  poor  consumers  at  least  one-half.  It  is  astonishing  and 
monstrous  that  immense  houses  containing  millions  of  dollars 
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of  property,  on  which  thousands  of  dollars  are  annually  saved 
on  insurance  by  the  Water  Company,  should  pay  no  more  an- 
nually toward  its  expenses  than  a  poor  man  must  pay  for 
water  necessary  for  his  family  use. 

IT  IS  A  WRONG  AND  AN  OUTRAGE 

That  vacant  corner  lots,  which  are  made  valuable  because  ad- 
jacent property  is  protected  from  risks  of  fire  by  the  Water 
Company,  should  pay  nothing  for  such  protection,  while  the 
men  who  have  improved  their  lots,  and  added  to  the  property 
of  the  city,  should  also  be' made  to  pay  for  those  who  refuse 
to  make  any  improvements,  while,  at  the  same  time,  they  are 
relieved  from  any  tax  for  so  great  a  public  use.  There  is 
only 

ONE  SENSIBLE  THING  FOR  THE  MASSES 

Of  people  to  demand,  and  that  is,  that  property  should  pay 
its  proper  share  for  water,  in  which  case — and  in  which  case 
only— the  people  can  secure  relief.  It  is  our  only  practicable 
method,  and  I  commend  it  to  the  attention  of  the  people  at 
large  as  a  wiser  and  better  method  than  a  useless  and  endless 
controversy  with  a  Company  which  ought  to  be,  and  if  we 
treat  it  fairly,  I  believe,  will  be  operated  in  the  interest  of 
the  city,  and  for  the  benefit  of  the  citizens. 

I.  S.  KALLOCH. 


